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With the opening of the 88d Congress the House Armed Services 
Committee received a number of complaints from merchants, mostly 
jewelers, complaining about the operation of the Armed Services 
Exchange, commonly known as the PX. The American Retail 
Federation presented a series of charges and concl 

The last hearings before the House Armed Services Committee 


were in 1949. 


usions based thereon. 


The chairman has directed an inquiry by this subcommittee on these 
complaints and on present conditions in the PX’s. Because of 
limitations on time we have no yet co silered any matters related to 
commuissaries. Onlv a few complaints have been received conecermimne 
their operatio: Most of the charges h: een directed at the 
exchanges 

SECTION I 


Rackground 
On April 12, 1949, a subcommittee of the House Armed Services 


- ! 
‘1 a j 4 1.5) 4 

Committee commonly calied tire Philbin subcommittee made a 
thorough Investigation of the then existing PX 
ship’s service stores, comumissaries, and the like. 


5, quartermaster stores, 

(That subcommittee’s hearings appear in print 104, pp. 3451-3750 
Proceedings of the House Armed Services Committee, 1949. On 
August 2, 1949, that subconunittee reported to the full committee 


Its report is print LOG. pp. 3805-3819, supra The final conelusioi 

of the subcommittee with recommendations and concurrence by tl 

services is print 115, pp. 3977-4002, supra 
The Philbin subcommittee, in 1949, made the following recom- 


mendations: 


> 


} 


1. That the price cliffe rential between the post excnanve al d ships’ service 
stores and retail business enterprise, be narrowed by including in the cost of 
operation of the service activities certain appropriate items which have heretofore 
not been included. We recommend that the Government be reimbursed for the 
cost of all utilities, maintenance, equipment (except surplus Government equip- 
ment), the maintenance of the premises, and that the Federal retailer’s excise 
tax be imposed upon all appropriate items. 

3. That having come to the conelusion that the post exchange and ships’ 
service store operations jeopardize public confidence in retailers, their prices and 
their integrity in the discharge of the distirbutive function, it necessarily follows 
that the committee is critical of these undesirable results. We are equally critical 
ot those unscrupulous merchants who take advantage of military personnel 
either in the quality or price of merchandiise sold to them. However, we must 
not permit the unscrupulous acts of a few to characterize the code of ethics of 
retail businessmen in general. In view of the testimony which was presented to 
the committee, we feel that it is incumbent on the part of the military services 
to take such steps as may be necessary to properly indoctrinate military personnel 
on this matter. 

3. That the list of items authorized for resale in domestic post exchanges and 
ships’ service stores be curtailed, not by the deletion of specific items, but by 


1 
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redu present cost limitations. There is herewith included a list of all author- 

! e ite s which represents the fnal decision of the committee. It should 
also be oted that most items consisting of precious metals or platings or fillings 
f preciou etals have been deleted from the authorized list The sole exceptions 
to t are pe and pen s, Sma items OFT je welry, and watches 


The findings of the 1949 subcommittee are printed as appendix A, 
The 1949 list of items is printed as appendix B 

After taking testimony, reviewing charges and countercharges, 
and making a thorough survey of the exchange systems as they exist 
today, we have concluded that our findings should be compared with 


the 1949 findings aad recommendations. 
fk indings 

We review the facts as they exist today in the operation of the 
exchanges. 

a) In 1949 there was found to be a wide range of merchandise 
sold free of Federal taxes and without any charge being made for 
maintenance, utilities, or salaries and the like. The 1949 subcom- 
mittee recommended closing the price differential by including cost 
of operation, reimbursement to the Government for utilities, main- 
tenance and equipment, and the Federal excise tax. 

The facts today are 

|. The Federal retailers excise tax is being applied to and 
charged against all items of merchandise sold in the exchanges 
to which the tax would be applicable, all charges to the contrary 
notwithstanding (appendixes C and E 

The exchanges do reimburse the Federal Government for 
all utilities, maintenance, etc., as recommended, all charges to 
the contrary notwithstanding (appendixes C, D, and E) 

3. Cost-plus-maximums are placed on all merchandise cate- 
gories, as recommended by the 1949 subcommittee, including 
appliances, jewelry, housewares, and others. 

4. Charges that the exchanges sell below cost and are operated 
at the expense of the taxpayer are false. Merchandise sold in 
exchanges reflects all operating costs such as civilian personnel, 
transportation, insurance, and all overhead items such as heat, 
light, gas, water, and the like. Items are marked up as in any 
retail store. The amount of the markup is determined so as 
to achieve a total net return of slightly more than 6 percent 
on the sales. All of the money derived from this 6 percent 
return is applied to welfare and recreational programs 

(6) The 1949 subcommittee recommended indoctrination of military 
personnel on the privileges conferred and the obligations required of 
persons allowed to participate in the exchanges either as patrons or 
as employees. 

The facts today are: The exchanges are competently managed by 
responsible officers and — personnel, The educational cam- 


paign being conducted is to be commended. It is presented in all 
suitable forms of informs ees al media and the newer developments in 
that art. This educational campaign is and must of necessity be a 
continuing intensive program, The slightest relaxation will open the 


floodgates to favors and ultimately to criticism. 

(c) The 1949 subcommittee after long and patient consideration of 
all points of view, arrived at a list of items authorized for resale in 
domestic post exchanges. Those items are again listed in this report 
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as appendix B. That list was agreed to by the services and repre- 
sented the maximum in compromise s and reconciliation of conflicting 
views. It represents, in our opinion and after a review, the maximum 
of tolerance on both sides. 

(d) The American Retail Federation has presented a proposal 
change that list of items. Appendix I is the list of items proposed by 
the federation. We have beea importuned to adopt that list and 
scrap the 1949 list. We see no reason for doing so. 

The proposal of the American Retail Federation would destroy 
the exchanges. With the constant whittling away of the conveniences 
and attractions of the services, it is small wonder that a military career 
is increasingly less appealing. 

In the light of our present — and because of the long experience 
many of us on this subcommittee have had, we regard the exchanges 
as an indispensable morale fact tor; and we view with grave concern 
for the welfare of the serviceman attacks upon the exchanges which 
are reckless and heedless of consequences. Only one thing will really 
satisfy the more vocal critics of the exchanges: to close them. That 
would be a disaster to the servicemen 

The American spirit has a tradition of compromise and reconcilia- 
tion, tolerance and understanding, living in harmony while enjoying 
a diversity of views. We believe that principle was achieved in the 
1949 agreement. 

We conclude the 1949 recommendations are being carried out 
implicitly; and we believe that the merchants of this country and the 
servicemen can and must live with that agreement. Neither one gets 
all, but neither is wholiv deprived of his means of livelihood or the 
protection of his dollar. 

(¢) In 1949 the subcommittee found that special-order privileges 
were without justification. Those special-order privileges have been 
discontinued; the 1949 recommendations are being fully complied 
with. 

(f) We find that there is an adequate and satisfactory method of 
audit employed by the three services. Audits are made by inde- 
pendent and responsible firms, and there is a business-like approach 
to that problem. There is no justification for any complaint about 
the alleged lack of business management or business records. 

(g) One of the most frequent charges against exchanges is their 
alleged use by unauthorized patrons. 

The facts are 

The inequities in the use of exchanges between the sery ices, 
which were criticized in 1949, have been abolished. 

There are adequate regulations governing the use of 
changes. Those are printed in appendixes C and E. 

There are adequate means of identification provided for 
and issued, appendixes C and E 

4. So far as law and regulation are concerned, there is nothing 
further that could be added. 

The question gets down to one of enforcement. Un- 
doubtedly there are i lapses; but that is no reason for 
destroying the systet An educational program, discipline, and 
strict enforcement of eae ations is the remedy. Management in 
the exchanges is doing its utmost to police this problem. We 
believe that, in the main, its efforts are effective. We see no 
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reason for destroying exchanges for the human failures involved. 
Those failures are wholly disproportionate to the volume of sales 
and to the number of persons using the exchanges. The princi- 
pal source of criticism seems to be idle gossip, boasting, and 
inferences by careless people 

h) It has been charged that commissioned officers are the chief 
beneficiaries of exchanges. That is simply not true. All of the profits 
derived are weg to welfare and recreational facilities such as 
libraries, athletic fields, davyrooms, and other similar facilities for the 
use only of mametaainiionnd personnel, No commissioned officers of 
any of the three services, either individually or as a group, participate 
In any of the dividends paid by the exchanges. 

We reach the following conclusions however, for firming up the 
present system: 

|. The issuance of sales slips for purchases in excess of $5 is, we 
believe, a sound and commendable practice. At stated periods each 
exchange should review the purchasers identified on these sales slips 
and a report should be made where it appears that a single purchaser, 
or a single family of purchasers, is buying articles in excess of normal 
requirements. 

2. We have made an inquiry concerning ‘‘incentive pay contracts” 
for exchange personnel, based on volume of sales. This prac tice we 
unreservedly condemn. It is the most fertile place, in our opinion, in 
which to spawn violations of regulations by unthit iking people. It 
introduces a temptation which the subcommittee believes ought not 
to be present in exchange sales. The exchange services have no mer- 
chandising problem to spur on by bonuses such as exist in the retail 
market Exchanges ought not to permit the zeal of the salesperson 
to overcome the caution with which he must deal because of the fact 
that the exchange sale is enjoyment of a privilege and not the exercise 
of a right. 

The testimony is that there have been incentive wage plans for 
inanagers, food supervisors, and some others. However, within the 
vear there has been a revision in this so-called wage pli in. The basis 
now is the reduction in the expenses and the control of inventory. 

It was found by the services that there was a considerable loss in 
nmemiate. The exchanges now allow a bonus payment for savings 
in property leakage. The present contracts reward exchange person- 
nel for reducing these losses by more rigil property accountability 
below the usual tolerance. Thus, a reduction of one-quarter percent 
in pilferage, deterioration, and the like will reward the person respon- 
sible for such a saving. In the larger exchanges, where | percent of 
total volume would represent a sizable amount of money, the percent- 
age rates are dropped. 

We think that rewarding such efficiency in operation by that kind 
ol bonu system is a cood plan. Waste is to be avoided m whatever 
system it may exist. But encouraging sales, with profit as the motive, 
is to be condemned. There ought to be nothing resembling the retail 
incentive-bonus system in exchanges. 

3. The salary scales for the lower brackets are base’ upon prevailing 
scales in the community. That, we think is a most acceptable stand- 
“ There are few large-salaried employees in the exc hange system, 

‘1Vilian a of the exchange are, by law, exempted from the 
ae isions of the Civil Service Act. They are contractual employees, 
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just as persons in private employment would be. This, in view of the 
nature of their services and their necessarily uncertain tenure, makes 
for a more flexible and workable organization. 

We make reference to “uncertainty of tenure’’ for the reason that 
the exchange operation is entirely dependent on the number of service 
personnel. The exchange sales expand and contract with the size of 
the military service. The deployment of military personnel depends 
upon military requirements. Therefore, the exchange is wholly sub- 
ject to the transfer of service personne] from place to place as our 
national requirements dictate. 

Exchange employment, therefore, must be flexible enough to expand 
and contract rapidly. It should also be remembered that the military 
supervision exercised over the exchange is by assignment of officer 
and noncommissioned personnel by the post commander. 


SECTION IL, COMPLAINTS FILED BY THE AMERICAN RETAIL FEDERATION 


The American Retail Federation employed professional investiga- 
tors to test the enforcement of existing regulations governing sales in 
Army, Air Force, and Navy exchanges. That report is published as 
appendix H. 

The report lists 37 purchases of merchandise having a total value 
of $219.30. These purchases were made allegedly between October 
23 and December 13, 1952, at 14 different military installations. The 
federation submitted conclusions which appear in that document. 

These purchases were accomplished by two agents. One was a 
woman in civilian clothing with no exchange card, military identifica- 
tion card, or similar identification; the other agent was in civilian 
clothes but “he bore only a pink-colored United States Army Organ- 
ized Reserve Corps identification card”? which, the report continues, 
“is not acceptable for purchases in military exchanges”. He did not 
possess the green post-exchange card; and the report asserts that no 
“false identification’ was used. 

In the federation report, under the heading “Identification,” these 
statements appear: 


1. “‘A PX or ID card was requested. The sales clerk took the card and noted 
the number.” 
2. “The clerk demanded to see an identification card \ Reserve officer's 


ecard was shown.” 
“He was required to show a Reserve officer's card.” 
‘““\ Reserve officer's card was required for the purchase.”’ 
‘“A Reserve officer’s card was required for identification by both clerks. 

6. “The clerk requested an identification card * * * the investigator showed 
his Reserve officer’s card rr 

“The investigator pulled his Reserve officer’s card only partially from his 

wanet * +>.” 

8. “The investigator began to pull his Reserve card from his wallet.”’ 

9. “The investigator began to pull his investigator card from his wallet and 
the clerk said ‘O. K’.”’ 


Regulations of the United States Army governing the use of Re- 
serve officers’ identification cards provide as follows: 


St de GO 


1. a. These regulations govern the procurement, issue, disposition, and accounta- 
bility of identification ecards ((DD Form 2A (Res)) for personnel of the Reserve 
components of the Army. These cards are to be issued for identification only 
and will not be used as passes.”’ 
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These regulations establish elaborate safeguards for possession, and 
accountability. The cards are issued only on application, 

The subcommittee reports its findings on the 45 incidents cited by 
the federation agents: 

2. There are three charges made of overpricing. These charges 
are found to be not true. 

2. There are five charges made that courtesy cards were issued 
by exchange personnel to the federation agents. A courtesy card 
is a form of introduction to outside merchants for the purchase of 
merchandise not sold by the exchange; 3 of these charges are 
true; 2 are not sustained. The issuance of courtesy cards is a vio- 
lation of exchange regulations. Punishment is dismissal; and 
disciplinary action has been taken in these three cases. 

3. There are seven charges of alleged sales to civilians observed 
by the federation agents. These charges were not proven. The 
civilians cannot be identified. Military personnel, when not on 
duty, are permitted by regulation to wear civilian clothing on 
military posts. There is no proof as to the identity of any of the 
alleged civilians in the seven instances cited; and none can be 
presumed, 

4. There are 10 charges of sales without proper identification; 
that is, a green-colored exchange purchase card. The federation 
agent used a Reserve officer’s identification card (color red), use 
of which is governed by the regulations hereinbefore cited. 

5. There are 10 charges of sales made to federation agents 
without any identification by the federation agents. It is ad- 
mitted that in many of these instances the agent was carrying, 
openly, articles previously purchased. 

6. There are 10 charges that sales were made without signature 
on sales slips. Post exchange regulations, with which the federa- 
tion agents apparently are unfamiliar, do not require sales slips 
for purchases of less than $5. 


Most of these purchases were made during the pre-Christmas sea- 
son. At that time, the subcommittee finds that in the 14 establish- 
ments visited, the exchange personnel had been augmented from 58 
to 100 percent. The federation agents report that business was 
brisk. 

While the American Retail Federation has presented its report in 
good faith, the subcommittee believes that something should be said 
about the conduct of one of its agents who freely used his Reserve 
officers card in violation of military regulations. The federation 
seems unconcerned with those unlawful acts. These cards are to be 
used for identification only and will not be used as passes. That 
places a strict obligation upon the person possessing the card. 


A double standard of conduct seems to be indicated with all the 
guilt on the sales clerk and none on the agent. Reserve officers of 
the United States have a privilege and a responsibility not to abuse 
that privilege, certainly not for hire or unlawfully. One must always 
be sure when making charges of unlawful conduct that his own 
hands are clean. Justice has two edges. 
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( ‘onelusion 

Reasonable conduct by people of average intelligence must be 
the norm. Consideration must be given to the time selected for the 
test and to the number of temporary employees added to the regular 
staffs. It is not suggested that these alleged incidents occurred with 
only permanent personnel. 

Post-exchange employees are not selected on the same standards 
as policemen. Neither are their duties the same. Every person 
entering an exchange is not a culprit. Exchanges are not bootlegging. 
[t is noted that all of these exchanges are within military enclosures, 

Constant vigilance and continuing education is required because 
of the restrictions imposed on exchange sales. That alone will avoid 
errors, violations, and lapses. The exchange management is doing a 
good job in that regard. Human nature being what it is, every 
instinct of a purchaser is, either by art or by persuasion, to try and 
gain an advantage. 

There are adequate regulations in being (see appendixes C and E). 
Vigilance will preserve the privileges which are so essential to the 
morale of the service personnel. In our opinion the conclusions of 
the American Retail Federation are not sustained. 


SECTION TII. SUBCOMMITTEE MAIL 


The subcommittee has received a great deal of mail on post ex- 
changes. Most of it seems to originate with jewelers. All make about 
the same complaint. For some time the subcommittee wrote the 
individual complainants and once had the FBI visit the alleged head 
of a State federation requesting specific instances of violation. The 
response was zero. ‘The complaints are out of proportion to the 
problem; and are too general to dignify with serious consideration. 

The subeommittee makes this observation: An examination of the 
volume of sales of all exchanges over the past years reveals that the 
quantity of jewelry items purchased is only 4.8 percent of all sales. 
A graph illustrative of both Navy and Army exchanges is reproduced 
for information. 

The frailties of human nature are never more clearly in evidence 
than when there is an opportunity to gain an advantage in trade. 
Fortunately, these quirks of human nature are in the vast minority 
both as to population and as to numbers. Because of excesses, we 
must not lose sight of the good. 

Following is a letter which the subcommittee received, evidently 
following an article in a trade magazine. The writer is from a mid- 
western town: population 1,640; distance from the nearest post 
exchange, 173 miles. We note in the course of his life a complete 
change in viewpoint. 

\iETAMORPHOSIS 


PLACE DELETED], 


Vay 19 


ARMED SERVICES COMMITTEE, 
Washington. D.C. 


DeEAR MR. Suort: I am writing in regard to the situation at PX and other 


service stores. The type of business is very hard on legitimate jewelers, even as 
far as I am from a base. We have fellows who send home watches ordered by 
relatives, friends, and their friends again. I have lost many sales direcily to 
many servicemen in this fashion And our Government did not collect tax due 


them either. 


86747—53 2 
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I wa the Navy 4 years prior lo 1946 and overseas a qood deal of the t a 
I know you could buy anything for anybody I am not free of fault either, as I p 
chased a luggage set for a lady at the Brooklyn Navy Yard ship store. All I had to 
do was have he make her selection and clerk knew it was for her also. That was v1 
1943 1 believe One fellow used to buy watches there and take them to town ar 
fora sma profit (no tax again) as theu were hard to buy at that time 

I feel any purchase of items service personne! can use over $5 he should sign it 
for personal ise only Other items should not be sold in sery ice stores 

This would heip oul Government colleet taxes due them and help our busi Cs 
mien who support our Government What the Government I doing n th 
cut o throat 

sineeretly 


[NAME DELETED.] 


The fore cong is typical ot complaints this subcommittee has re 
ceived since its interest has been reported in the news 

The subcommittee has also been deluged with mail from service 
men, their wives and dependents; and it is because of the grave con- 
cerm expressed in these letters from all parts of the world that the 
subcommittee has made such an earnest effort to weigh all factors 
involved 


Si mmary 


|. From what we have shown, it is apparent that most of the cherges 
made against the operation of the exchanges are loose and reckless 
The exchanges are self-supporting. They pay their way. They pay 
Federal taxes. The only beneficiaries are the enlisted men and women 
for whom recreational facilities are purchased with the profits of the 
exchange systems. If this were not so, the American taxpaver would 
be directly charged with the cost of providing these recreational 
facilities, such as libraries and athletic equipment and entertainment, 
which ars indispensable to the morale of the service men and women 

2. The reason for the existence of the exchanges is necessity. They 
grew because of an evil much greater than any complaint against the 
present exchanges. We believe that under the 1949 agreement, which 
we have reviewed, the maximum of good management has been 
achieved, That agreement is being followed 

3. In considering the morale factor, the supcommittee is gravely 
concerned with the loss of the service’s real backbone—the noncom 
missioned personnel who are leaving in droves largely because of the 
constant whittling away at the things which attract them and keep 
them in the service. Should a sudden emergency require intensive 
training on a large seale, this would be a crippling loss. 

+. We must face up to the needs of the serviceman and the com- 
plaints of retail merchants must be weighed in that seale. 

In 1949 the House Armed Services Committee in adopting Findings 
and Recommendations of the Philbin Subcommittee from which we 
have quoted had this to say: 


The committee does not anticipate that its findings and recommendations and 
the agreements of the armed services pursuant thereto will meet with the complet: 
approval of either the retail industry or the persons who enjoy the privileges 
under investigation. The committee has long been convinced that the solution 
to these problems lies some place between the extreme desires of the respective 
interests, and we have sincerely and objectively attempted to find that solution 

The services maintain that there are three justifications for the existence of 
post exchanges, ship’s service stores, and commissaries. In the order of their 
importance, they are 

1. To generate profits for the recreation and welfare fund. 

2. To provide a convenient and attractive source of items of convenience and 
comfort and thereby maintain a spirit of community life and high morale. 
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3. To provide merchandise at cheaper than ordinary prices in order to imple- 
ment the service pay of underpaid military personnel. 

The committee does not subscribe to the philosophy that these activities should 
be maintained primarily for the generation of profits for the recreation and welfare 
fund. We fully recognize the necessity for adequate recreation and welfare 
facilities. However, we take the position that the maintenance of the faciliti s 
is a proper responsibility of the Congress. The generation of profits is a collateral 
and not a primary matter. 

Considering the third point, we wish to point out that the House Committe 
on Armed Services has led the way in attempts to increase the pay of service 
personnel through appropriate legislation. After lengthy and difficult he: g 
this committee has approved and the House has passed appropriate legislation 
We ere confident that the Senate, in accordance with recent announcements by 
Senate leaders, will take favorable action on the pending bill. If sueh favorable 
ac‘ion is taken by the Senate, the allegation that service personnel are underpaid 
must fail. 

We subscribe to the remaining reason, convenience and morale, as being the 





sole justifieation for the maintenance and operaiion of post exchanges, ship’s 
service stores, and commissaries. We are fully aware of the fact that the voung 
men in our arined services todav are more intelligent and capable than in any 
prior peacetime period in our history. Inductees in the Navy and the Air Force 
have an intelligence quotient of approximately 11 \bout 85 percent of them are 
high-school graduates This becomes ae if ge n we realize that an intelli- 
gence quotient of only 110 qualified a person for Officer Candidate School during 
the recent war \ great majority of these young men have exchanged the freedom 
and comfort of civilian life for the regimentation of military lif We think it 


entirely unreasonable that we should compound their adj istment problems by 
imposing the austerity which some desire upon the regimentation which is inherent 





in military life \t no time during our investigation have we intended to redue 
commissaries and exchanges to the stetus of eanteens It is our opinion and 
intention that in spite of the aetion which we have taken service personnel will 
continue to enjov commissary privileges where comparable civilian facilities are 
not reasonably available and an attractive exchange where items of necessity 
comfort, and convenience and reasonable gift items may be readily obtained 
Conversely, we are confident that we have afforded a very substantial measu ol 
relief to the domestie retail industry from the undesirable phases of the resale 
activities which have been the subject of our inve ratio 

The privileges which we have preserved are very substantial and are sufficiently 
attractive to encourage future violations It is obvious that such violations car 


not occur unless military personnel, and other authorized patrons, become a 


party to the violation. We stress this word of warning, that if sueh violations 
continue they will inevitablv result in further congressional investigation. The 
future of resale activity privileges in the Armed Forces is entirely within the hands 
of those who will continue to enjoy those privileges. They shell either protect 


them and keep them or abuse them and lose them 


Most of the complainants now want the serviceman and woman to 
be compelled to pay the civilian rate on all merchandise and to curtail 
what can be sold to them. We believe that if the serviceman and 
woman are expected to pay the same prices as civilians for everything 
they require, the implementation of any such action 
temporaneous with an appropriate pay readjustment Then there 
could be no problem. But servicemen and women should not be asked 
to bear all the burdens with none of the benefits 

The post exchange is the enlisted man and woman’s club. Many 
times it is the only thing that siands between them and almost com- 
plete stagnation. Service men and women (over 3 million of them 
at the present time) are shifted from place to place as the needs of 
training and deployment for military advantage require. They are 
captives of the Government as to place and duty during the periods 
of their service. They have no opportunity to integrate themselves 
with the local communities. They have no way of determining the 
integrity of the businessman at their gates or in cities nearby military 


be con- 
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establishments. The same Government that provides medical care 
and is charged with protecting his morals, owes the further duty of 
assuring him that he will not be muleted of his small pay by many 
unscrupulous characters who, in the ae have preved upon them, 

Only merchandise of proven quality is sold in exchanges. When 
mother or sister or wife or sweetheart a a present on the days of 
remembrance hoon’ the year from the exchange, each can accept 
the gift with the same confidence with which it is bought. 

Let it be kept clearly in mind that we owe enon serviceman or woman 
the duty of providing them with the decencies of life and living not 
only when we are scared to death and at war, but, well, as when we 
are mere ly preparing against those lay s of uncet tainty 

The greater part of the patrons of exchanges are young and inex- 
perienced Most of them are away from home for the first time. 
‘They are in no position to drive shrewd bargains: nor have they the 
ee which which to do i 

‘ither ought we to forget that these patrons of the exchange are 
Pe ‘a nefie 1 10S of the exchange. Military personnel away from home 
are also taxpayers. What is more important: They are all the sons 
and the daughters of American taxpayer 
SUBCOMMITTEE ON DEFENSE ACTIVITIES, 
Wititam E. Hess, Chairman, 
Dated August 5, 1953. 


Approy ed, 
Dirwry SHOR’, 
( hairma? (omn thee 0} Arn ed Se reer S 


APPENDIX A 
FINDINGS OF PHILBIN CoMMITTER, 1949 
FINDINGS 


l The committee has come to the conclusiot that the Armed Forces are 
actively competing with established private business In accordance with current 
regulations, a very wide range of merchandise is being sold through post exchanges 
and ships’ service stores and much of it duplicates merchandise being sold by 
ail-business men within the same general area of the service activities. Due 
to the fact that post exchanges and ships’ service stores are not subject to State 
taxes, have not imposed a Federal retailer’s excise tax on appropriate items, have 
no rent to pay, pay only a portion of the upkeep of the premises, pay only a portion 


of the utilities and pay no salaries of the military personnel employed in the 
activities, it is inevitable that these stores can sell merchandise at a much lower 
price than merchants in the »same vicinity. Wedeem this to be unfair competition. 

An additional consideration within this category concerns the operation of 
service comn issaries The statistical information furnished to this committee 


by the services shows that many commissaries are being operated in close proximity 
» adequate commercial facilities which are conveniently available at reasonable 
prices. In at least 3 instances the commercial facilities are within 100 years of 


the military establishment We do not condone such activities 

2. We must recognize the fact that we have entered a phase of economic life 
whi is commonly referred to as a buver’s market. Instead of being faced with 
a scarcity of merchandise, every retailer has an abundance of merchandise and is 
actively competing for business Many of the items are subject to the fair trade 
laws which exist in 45 of our 48 States but those fair trade laws are not applic- 


able to merchandise sold 
eral rule, the price differential between post exchange merchandise and retail mer- 
chandise is about 20 percent; however, it is much greater on luxury and semi- 
luxury items and items subject to the fair trade laws. As a result of this situa- 
tion, many people in the services have come to the conclusion that retailers in 


in post exchanges and ships’ service stores. As a gen- 
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general are charging an exorbitant price for their merchandise. This attitude 
has been carried to such an extent that military personnel have openly accused 
reputable businessmen of dishonest operation, apparently without regard for the 
fact that the merchant is bound by law to charge stipulated prices for certain 





items of merchandise and that his fixed operating expenses are considerably 
greater than those of exchanges. 








3. The committee has come to the conclusion that many articles are bei 

by the services for which we can find no justificatio: We can se j 

tion for the selling of diamond rings, sterling silverware, expensive sport coats 
and other similar items which in no sense of the word can be construed to be 
items of necessity, convenience, or comfort. Rather than eliminate these articles 
specifically, we have accomplished our purpose by reducit ost price whicl 
the services may pay for their items of merchandise. We feel confident that this 
action on the part of the committee will bring the post exchange and ships’ serv 
ice stores operations more nearly in conformity with the intent of Congress It 


would not be correct to sav that either the services or their crities is entire 
satisfied with the committee decisions in this respect, however, the committee’s 
is confident that it has attained a reasonable and fair solution, 

1. Special order privileges have presented a very troublesome problem. TI 
problems consist of being able to order items of merchandise from manufacturers 
and others when such items are not carried in stock in the post exchanges and 
ships’ service stores The Navy has me 
Army and the Air Force have a $300 co nitatio? hs fenen Socedeill 
situation very thoroughly and we can 10 justification for its continuance 
During the course of our investigation, we examined more than 5,000 special 
orders for 1948. While it is true that some items of day-to-day necess ty and 


household furnishings, sueh as furniture and durable goods, were purchased, 


limitation on suenh items, whil the 





most of the items were not of this character and many of them were luxury items 





It is a popular fallacy that the special-order privileges are particularly advan- 
tageous to enlisted persons On the basis of evidence which we have studied, 
we are convinced that « nly a& ver minor portior of the enlisted people derive 
anv benefit froin special order privileg The statistical studv of special orders 
for calendar 1948 reveals that the majority of purchast vere made by officers 
who constitute only about 11 percent of the average mont! strength on the 


installations studied They also reveal that of the purchases made by enlist 
personne l, about 90 percent of those purchase =< were made by nonecomm 


officers in the top 3 grades 








It is within this field of activity that many flagrant abuses have occurred, and 
there appears to have been no attempt on the part of responsible military author- 
ities to prevent these abuses in the first instance or to have detected and punished 
the violators. The committee has positive evidence that military personnel have 
purchased a wide variety of special order items for delivery to civilians whos 
closest relation to the military purchaser is that of friendship We ea sub- 
scribe to the explanation that military personnel are making gifts of expensive 


merchandise under such conditions 
The committee gradually came to the conviction that the special order privi 





leges should be abolished. On June 9, in executive session, the cor ttee made 
a decision to this effect and we have steadfastly supported that decision in the 
face of the most determined efforts on the part of the military representatives t 
keep those privileges. We were so convineed of the pri priety ‘of mur deecisic 
that we advised the military representatives that the cor ould rd 
legislation to abolish these much abused privileges if the services did not abide 
by the committee decision 

5 In spite of the efforts of military authorities to preven Ina ithorized patro - 
from acquiring post exchange and ships’ service store merchandise, there is no 
question but that large numbers of unauthorized patrons have aequired suet 
merchandise. This fact has resulted in severe criticism Che military authorities 
have consistently stated that they solicit any information which would prove sui 
abuse; however, we cannot see the validity of the position of the military in at- 
tempting to place upon outsiders the responsibility for policing a military opera- 
tion. In this connection, it is noted that the present methods employed by the 
military to prevent such abuse are entirely inadequate: In the first instance 
sales personnel are not thoroughly indoctrinated as to the categories of authorized 
patrons. This is proved by the fact that personnel on active duty for only 1 da 
have been able to enjoy unlimited privileges in the post exchanges in Washingt: 
even during the midst of our investigation Not only were they able to enjoy 


- 


these priveleges, they were urged to take advantage of them before this committee 
made any decisions which might curtail the merchandise available. 
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The Army and the Air Force attempted to halt this abuse by requiring each 
purchaser, who acquired an article costing in excess of $5, to sign a certificate 
that the merchandise being acquired was for himself, a dependent, or as a bona 
fide gift. It is difficult to conceive cf anyone who would not fall within one of 
these categories and since the purchaser did not have to designate the party for 
whom he was purchasing the item, it was almost an impossibility for an inspecting 
officer to determine whether or not a violation had been committed. As a matter 
of fact, the committee has received little evidence which would indicate that any 
real attempt was being made by appropriate military authorities to control this 
Ituatior We have received much testimony that it was badly abused 

Lhe services have agreed to inaugurate a more detailed type of purchase slip 

ll items in excess of $5. It is hoped that the information required on this 

new purchase certificate will be sufficient to permit the Inspectors General to 
make periodic investigations in an attempt to control, if not completely erase, 
this abuse. This committee recommends that such investigations be conducted, 
on a spot-check basis, not less than twice annually. It is a regrettable fact that 
this type of abuse could not occur unless authorized purchasers, chiefly military 
personnel, agree to violate the very regulations which permit them to enjoy these 
privileges. We doubt that service personnel have been properly indoctrinated 
as to their responsibility and liability in this matter, and now urge that it be done 
as expeditiously as possible 

6. Widespread complaints have been directed at the military services for their 
refusal to impose the Federal retailer’s excise tax on appropriate items and we are 
of the opinion that the complaints are well founded. While there may be some 
justification for the failure of the services to abide by State and local tax laws, we 
feel there is no justification for their failure to impose the Federal retailer’s 
excise tax, 

7. The allegation that miliary stores are not subject to State retail sales tax 
laws, real and personal property taxes, and many other types of State and local 





tuxes is true. Each of these items is reflected in the prices of merchandise sold 
by retail businessmen, but they are not reflected in the selling price of post ex- 
change and ship’s service store merchandise. The committee has attempted to 
narrow this price differential by ineluding additional and appropriate items of 
ove id expense, such as utilities and upkeep and the Federal retailer’s excise 
tan With the other curtailments which have been achieved, it is our sincere 
hope that we have removed the principal controversy from this issue 





In addition to the criticisms of businessmen, the committee has considered 
additional pertinent matters. 

8. The names and origin of post exchange and ship’s service stores are historical. 
Hiowever, the variation in the manner in which they are designated has led to a 
great deal of confusion. The committee was of the opinion that a suitable single 
name should be found for the designation of these activities 

9. During the course of the investigation it came to the committee’s attention 


that there was considerable variation between the respective services in the matter 


of auditing the accounts of post exchanges and ship’s service stores. _Representa- 
tives of the Comptroller General urged that the Comptroller General be authorized 
to conduct an annual audit of these accounts. At the present time the Navy 


requires an annual audit of its transactions by a reputable firm of accountants. 
It appears that this practice has proved most satisfactory in the Navy and that 
a similar practice would be desirable for the Army, the Air Force, and the Marine 
Corps, whether or not the Comptroller General would be authorized to conduct 
an audit 

10. There are wide variations in current regulations governing post exchange, 
ship’s service store and commissary activities. Since the outset of our investiga- 
tions, the committee and each of the services were in full agreement that it would 
be desirable to have uniform regulations for each of the services. 

11. The final item for consideration concerns the inequity which exists today 
between certain categories within the respective services. Under existing law 
all retired Regulars of the Army, the Navy, and the Air Force are entitled to 
unlimited provileges of the exchanges and the commissaries. This includes 
disabled Navy Reserve officers who are carried on the retired list of the Navy 
and receive the same privileges, rights, and benefits as the retired Regulars. 
Statutory provision is also made fer the widows of Navy and Marine Corps 
personnel. The inequity arises from the fact that those non-Regular officers of 
the Army and Air Force who have become permanently disabled in service and 
are drawing retirement pay from the Veterans’ Administration are denied these 
privileges. Army and Air Force widows are likewise denied the privileges. This 
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inequity arose in 1939 when the present retirement laws governing Army and Air 
Force non-Regular officers were enacted. On April 28, 1939, after the enactment 
of the law, the President issued his Executive Order No. 8099 wherein he directed 
the Veterans’ Administration to administer the benefits of the act, rather than 
placing these officers on the retired list of the Army \s a result of this action, this 
same problem has beeen presented to every session cf the Congress since 1940 
and we have come to the conclusion that we will not bea party to the perpetuation 
of this inequity. 

We strongly feel that exchange and ccmmissary privileges were originally 
established for the convenience and benefit of military personnel on extended 
active duty and it was our original decision te limit the privileges to that category. 
The services have strenuously Opposed us in that opinion They point out that 
retired personnel are still an organic part of the Armed Forces; that they are 
still subject to being called to active di ject to punishment 
under the disciplinary codes of the re pective services, In addition to this fact, 
hat we do not deprive career and disable ‘rvice personnel of privileges 

which would be destructive 
to their morale. The committee has receded from its original Opinion on this 
matter, but only on the condition that the existing inequity be removed by ad- 
ministratively extending the same privileges to Army and Air Force personnel 
and their widows that are enjoyed by Navy and Marine Corps personnel 











itv, and that they ares 
thev urget 
whi h they have enjoved for many vears, the denia 





\PPENDIX B 
The list of items approved and agreed to by the Defense Department and its 
three service departments on August J, 1949, which became effective October 1 
1949, by implementing regulations is still the governing charter for exchanges, 
lhe list is as follows: 





, 











Iter Ap] 1 list—final committee 
lective Oct. 1, 1949 
id confeetio 
Candy \ 
Chewir un 
Cook oO ick } 
l re > 
Nuts, popeor \ potato chi I 
Snack-type packaged food ite Add 
Be ‘ 
be \ 
Soft drinks De 
co and accessor I iu precious metals 
Ash trays Eliminated items made of precious 
‘ 
Cases, ¢ tte Do 
rette Dove ] 
( irettes None 
irs ID 
Flints and wicks Do 
Fluid, liehter Do 
Holders, cigar or cigarette Eliminated items made of precious 
metals 
Humidors Do 
Lighters Do 
Matches None 
Moisteners, tobacco Do 
Paper, cigarette Do 
Pipe cleaners Do 
Pipe filters Do 
Pipes Do 
Pipe racks Eliminated items made of precious 
metal 
Pouches, tobacco Nor 
bacco I> 
Snulf D> 
Toiletries and drugs: 
Belts, sanitary Do 
Bottles, infants’, including nipples Do 
Brushes, tooth Do 
Brushes Do 
Container soap, toothbrush, ete Do 
Cotton, absorbent Do 
Cream, dental Do 
Combs, pocket Do 
Dental floss Do 


Pentifrices Do 
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Item ee 


Clothing and accessories (civilian type Continued 
Ir te apparel, female 
israssiere $5 
Girdles and garter belts $4.50 
Gowns $8 
Panties $2 
Slips $6 
Mufflers ie 
Necktic Do. 
Overshoes and rubber Do, 
Pajamas &5 
Raincoats $10 
Rain hats $2.50. 
| Robes $10 
| Sandals, bath None 
Shirts, white, collar attached $2 
Slippers $2 
Socks $ 
Stockings $2 
Suspenders $2 
Umbrellas $6 
Underwear None 
Work clothes Do. 


Photographic equipment and supplies 
Cameras 
Projectors 
Enlargers 


Screens $35—Ca 3. 

Light meters $7—Sund inor accessories and 
Carrying cases upplies. 

Gadget bags 

Sundry minor accessories and supplies - - | 


Film 


Jewelry 


Bracelets $5 
Charms $1.50, 
Clips or pins, tie or collar . $3.50 
Compicts $5 
Cuff links aden $5 
Earrings $5 
Identification chains $2.50 
Lockets $F 
Necklaces $5 
Pins 
Rings $35 


Watches 
Watch straps and attachments 





Housewares and accessories 
Accessories, kitchen, such as pots, pans, bowls, pitchers, can | None 
openers, spatulas, egg beaters, food choppers, cutlery, and 
paper products 





Bags, garment and laundry ‘ Do. 
Bathroom fixtures and accessories, such as mats, towel bars $5 
glass holders, toothbrush holders, fixture covers 
Blankets, sheets, and pillow cases. . None 
Cleaning and maintenance equipment and supplies, such as | $5 
carpet sweepers. 
Brooms, brushes, mops, etc., waxes, detergents, insecticide: $5 
buckets and pails, closet accessories. 
Clocks ; $15—eli i those made of 
pre Is 
| Dinnerware $12.50, set 32 or more pieces. 
} Electrical appliances $15. 
Mixers 3) 


Electrical supplies, such as bulbs, plugs, outlets, and wire 
Flatware 


PARR 


nN 
~AC 











Glasses, drinking Bl 
Hangers, clothes N 
Lamps, table, desk, or bed wabela $1 
Linens, table__-. ‘i $7 
Phonographs, records, and needles None. 
Radios, any type $35. 
Record players . $23 
Sewing accessories_____- a None. 
Washing machines, small portable type $30. 
Window curtains and shades, except venetian blinds None. 


386747—5é 
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APPENDIX C 


Army REGULATIONS } DEPARTMENTS OF THE ARMY AND 
o. 0-10 \ rHE AIR FORCE 
B Re nareees WasHinaton 25, D. C., 24 July 1952 


EXCHANGE SERVICE 
GENERAL POLICIES 


* * * * > - 


ling C 3, AR 60-10/AFR 147-7B, 


12 M ) C 4, AR 60-10/AFR 147-7C, 15 Ma ‘19 and ( AR 60-10 AFR 147 7D, 20 August 1951, 


1. Applicability.—a. These regulations govern the establishment and opera- 
tion of exchange service within the Departments of the Army and the Air Force 
b. Oversea commanders may adopt such provisions of section II as are perti- 


nent and not in confliet with the specific provisions of section II] 

2. Establishment.—a. [xchange service is the making available to authorized 
patrons merchandise and services of necessity and convenience not furnished 
by the Government through a Government instrumentality identified as an 
excha ( 

b. Exehanges are created and administered pursuant to regulations of the 
Secretaries of the Army and the Air Foree to provide authorized services at 
unliormiv low prices consistent with reasonable pr fits to supple ment appropri 


ated funds provided for the support of welfare and recreational programs for 
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military personnel. They are revenue-producing activities financed by nonap- 
propriated funds as defined in AR 210—50/AFR 176-1 

c. The establishment and operation of exchange facilities at installations of 
the Army and Air Force is a responsibility of command 


3. Organization.—a. The responsibility of the Secretary of the Army and 
the Secretary of the Air Force for operation of exchange servi { , 


py ‘e activities, for 
administration of nonappropriated funds pertaining thereto, and for the deter- 
mination of policies relative to such activities and funds, will be exercised 


through the Chiefs of Staff of the Army and the Air Foree by the Joint Welfar 
Board, Departments of the Army and the Air Foree 


b. The Army and Air Foree [Exchange Service ere after referred to as the 
AXAFES, is the entity embracing the activities of all domestie exchanges estab- 
lished pursuant to and defined in these regulations. It is an adjunet of the 


Departments of the Army and the Air Foree and is operated as a nonappropri- 
ated fund under the supervision of the Joint Welfare Board, Departments of 
the Army and the Air Force. The A&AFES functions as an operating ageney of 
the Departments of the Army and the Air Force on all exchange matters, both 
domestie and overseas Its activities are manced througl thie Army and Air 
Foree Exchange Fund which is an integral part of the A®AFES 

c. Each oversea exchange established pursuant to these regulations is a separate 
financial entity from the A&AFES and is identified with the oversea command 
area in which established. 

d. The Chief, A&AFES, who is appointed by the Joint Welfare Board, Depart- 
ments of the Army and the Air Force, subject to the approval of the respective 
Secretaries, is specifically responsible for the operation of the A&AFES, the 
custodianship of the A&AFE Fund, and the discharge of such duties as are as- 





signed by these regulations. He will administer his responsibilities through a 
central office and such subordinate offices as may be required 

e. The Army and Air Force Exchange Fund finances the operation of the 
A&AFES and provides financial support to oversea exchanges Authorized reve- 


nues and disbursements of this fund shall be as provided in these regulations and 
other pertinent directives of the Departments of the Army and the Air Fores 
4. Scope of activity.—a. All nonappropriated revenue-producing activities at 
an installation are operated or managed by the installation exchange other thar 
| Army or Air Force motion picture theaters 
2) Incidental revenue-producing activities conducted by welfare and sun- 
dry funds. 
3) Book departments established pursuant to SR 210-130-1/AFR iO-b 
+) Post restaurants operated under SR 210-100-1,AFR 176-5 
5) The publication of magazines, newspapers, and similar periodicals 
b. The exchange is a Government agency and as su ll not submit bids in 
response to advertisements calling for proposals for furnishing supplies or services 
to other Government agencies 
5. Legal status.—The legal status, rights, and liabilities of A@®AFES, ex- 
changes, funds, property, personnel, installation commanders, and excl g 
officers are determined by statute and decisions of the Courts, the opinions of 
the Attorney General, and the Judge Advocates General of the Departments of 
the Army and the Air Force. Subject to the foregoing and : 
the Chief, A&AFES, is authorized to disseminate information and procedures 
necessary to insure understanding of such status, rights 
6. Standards of conduct for procurement.— The provisions of AR 600-205 and 
AFR 70-5 are applicable to all personnel, military or civilian, assig te . 
employed by A&AFES and Army and Air Force Exchanges. Responsible com- 
manders and the Chief, A&AFES, will insure that all of the aforementioned 
personnel who come under their jurisdiction are informed of and comply with 
the provisions of these cited regulations. 





change 


to these regulations 


and l1abilities 





Section II 
DOMESTIC EXCHANGES 


7. Establishment.—a. Whenever, within the continental limits of the United 
States, conditions make it desirable and practicable t installatic commander 





will establish an exchange including such brar lepartments, and sub- 
ordinate activities thereof consistent with sou ness principles as may 
be necessary to serve the military or civilian per Che establishment of 
an exchange is authorized only at installations military personnel ar 
present. Necessary funds for establishment will be made available bv the 


A&AFES. 
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bh. Two or more exchanges serving separate installations, Army or Air Force, 
mav, by agreement between the installation commanders concerned, be com- 
bined to operate as one exchange. The exchange at the installation reporting 
the smaller strength will be designated a “satellite” exchange and will be operated 
as a branch of the exchange at the installation reporting the large strength, which 


will be designated as the ‘‘parent’’ exchange (par. 14) 

The major commander will notify the A®AFES of the activation of any 
installation within his command where the stablishment of an exchange may 
er lesired 

d. An exchange may be established at a location other than an installation 
upon the prior approval of the Secretary of the Department concerned, only if 
military personnel are present at such location, and only if adequate commercial 
facilities are not available. 

e. The establishment or operation, at an installation, of an independent civilian 
enterprise consisting of any of the activities which an exchange is authorized to 
operate is prohibited; provided, however, that nothing herein shall be deemed to 
prohibit the operation of vending stands by blind persons in accordance with and 
subjeet to the limitation of see. 1, the act of 20 June 1936 (49 Stat. 1559; 20 
U.S. C. 107; M. L. 1948, sec. 941c). 

8. Structures and other real property.—It is the intent of the Departments 
of the Army and the Air Foree to furnish and maintain, from appropriated 
funds, suitable facilities for exehange activities. Under this policy, it is the 
responsibility of installation and major commanders to furnish and maintain 
space and structures which are required by exchanges from other than exchange 
funds. Deviations from this policy shall be permitted only where exceptional 
circumstances are demonstrated and upon the prior approvai of the Secretary of 
the Department concerned. 


a. Located on an installation. 

(1) At installations where buildings have not been provided specifically for 
exchange use, the installation commander is authorized to set apart for 
the use of the exchange any suitable public buildings, rooms, or other 
real property. 

(2) Publie buildings, 
and electrical systems and equipment, occupied by exchanges will be 
maintained by the post engineer or air installations officer, as appro- 
priate, out of funds applicable to the maintenance and operation of 
buildings, struetures, and systems on the particular installation, without 
reimbursement from exchange funds. 

b. Located on other than an installation.—When authority has been granted 
to establish an exchange on other than an installation, the commander concerned 
will approve the location of such exchange (par. 7d). 

c. New construction, alterations, and additions.—New construction, alterations, 
and additions may be undertaken only in accordance with policies and procedures 
prescribed by the Departments of the Army and the Air Force. 

(1) Structures erected on installations with proper authority, and paid for 
solely from exchange funds, remain the property of the A&AFES and, 
when no longer needed, will be disposed of as agreed in writing by the 
installation commander and the Chief, AK AFES. 

(2) Authority of the Secretary of the Army or the Secretary of the Air 
koree is required to permit the erection of temporary structures on 
installations by private individuals or commercial concerns. This 
authority is not required when construction contracts between private 
individuals or commercial concerns and the exchange specify that im- 
mediately upon completion of the structures title thereto passes to the 
exchange. 

9. Payment of utility charges.— Exchanges will reimburse the Government for 
the cost of heat, water, light, power, and other utilities furnished by the Gov- 
ernment. Charges for utility services will be made in accordance with SR 
420-470-1 and AFR 91-5, as applicable, and will not be in excess of the cost to 
the Government 

10. Equipment and articles of personalty.—a. Title to and accountability fcr 
all equipment or articles of personalty, purchased wholly with exchange funds, 
remain in A&AFES where this property is movable or where it is attached to 
or integrated with a public structure or land so as to be severable without causing 
substantial physical damage or injury to such structure or land. 

b. When any equipment or articles of personalty purchased wholly with ex- 
change funds are to be attached to or integrated with any public structure or 


including permanently installed heating, plumbing 
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land so as not to be severable without causing substantial physical damage or 
injury to such structure or land, and it is desired that title to and accountability 
for such property be retained by A&AFES, a written permit identifying the 
property and authorizing retention of title and accountability by A&AFES will 
be obtained from the installation commander. The air installation officer or 
post engineer will be furnished a copy of this permit. — nt or articles of 
personalty covered by such a permit may be removed by A&AFES provided that 
the public structure or land to which this property was affixed is restored by 
A&AFES to the state and condition existing at the time this property was 
originally affixed thereto. 

11. Government equipment.—Government equipment may be utilized by am 
exchange, when available, provided that all operating and maintenance costs 
of such equipment, other than that described in paragraph 8a (2), are paid from 
exchange funds. 

12. Activities.—a. Approved activities—An exchange may consist of or in- 
clude, when approved by the installation commander, the following activities, 
and no other major revenue-producing agency operated with nonappropriated 
funds, other than those listed in paragraph 4, will engage in such activities if 
there is an exchange at the installation: 

(1) Retail store. 
(2) Beer bar. 
(3) Taxicab and bus service. See SR 60—-10—-1/AFR 147-8. 
(4) Grocery section (when specifically authorized by the Secretary of the 
Department concerned and subject to annual reevaluation). 
(5) Laundry and dry-cleaning se Tvic es (except that establishment on an 
installation of laundry and/or dry-cleaning plants will require the specific 
prior approval of the Secretary of the De ‘partment concerned). 
(6) Soda fountain and snack bar, including those in service clubs. 
(7) Gasoline filling station. 
(8) Automobile garage and service station. 
(9) Restaurant and cafeteria, including those in service clubs. 
10) Barber shop. 
11) Beauty parlor. 
(12) Watch repair shop. 
(13) Radio repair shop. 
(14) Tailor shop. 
15) Shoe repair shop. 
(16) Photographie studio. 

(17) Vending and amusement machines (d below). 

(18) Guest house. See SR 60-10-1/AFR 147-8. 

(19) Personal services. 

(20) Newsstand. 

(21) Recreation and athletic facilities. 

b Limitations on activities. 

(1) Activities, other than those enumerated in a above, will not be added to 
the business of an exchange without prior approval of the Joint Welfare 
Board, Departments of the Army and the Air Force 

(2) In all cases where, within limits prescribed by Headquarters, Army and 
Air Force Exchange Service, an exchange renders a personal service by 
acting in an agency capacity, the exchange will limit its liability to that 
of an agent and will not bind itself to perform any part of the customer’s 
contract by the payment of money or otherwise 

(3) The operation of any gambling device, such as punch boards, slot ma- 
chines, or similar devices, by or in any exchange activity is prohibited. 
(4) The sale of or dealing in any intoxicating beverages by any person in 
any exchange is prohibited. Beer with an alcoholic content of not more 

than 3.2 percent by weight is considered nonintoxicating. 

c. Concessions.—So far as practicable, all authorized activities will be operated 
directly by the exchange. Where extenuating circumstances would preclude the 
realization of comparable service and financial return through direct operation, 
the operation on a concession basis of any of the activities listed in a(4) to (21) 
above may be authorized by the installation commander. All concession contracts 
will be handled as prescribed in SR 60-10-1/AFR 147-8. 

d. Ve nding and amuseme nt mat } mes 

(1) Whenever an exchange is located on an installation, the operation of 
vending and amusement machines at the installation will be an exchange 
controlled activity except on the premises of officers’ messes, aviation 
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cadets’ messes, noncommissioned officers’ messes, post restaurants, or 


other voluntary 
2) Installation 





‘iations of military or civilian personnel. 





co lers may authorize civilian post restaurants to 

operate vendil amusement machines predominantly patronized 

1 \ ( vilia p I ( cept thos loc i 1 On the premises ol another 
appropriated f 1 act 


21. Profits and dividends.—a. Profit objectives of installation exchanges are 








prescribed in SR 60-35-1/AFR 147-4 
Net profi 1 fare dividends pertain O ranch exchange will be 
( { for perta t I ( \r NY Fort exer mg COl- 
1) 11¢ I ver the li illation at wl h the br: h is located, when such 
tallat is ] upart fr the parent exchange stallation 
Net pre 1 welfar 1¢ Is pertaining to exch v of two or more 
Ay r A | 1 latio Lace r contiguous to each other when one 
‘ br h of the other, will be holly a inted for as pertaining to 
{ exer comn | risdictio | stallatic reporting 
t ter sti t} le ( rv d ted | tl J Welfare Board, De- 
p f \rr und t \ir Fores 
22. Civilian personnel.—a. So far as practic e, exchanges will be staffed 
vitl ! ployvees with Ar d Air For oll rs 1 x L\ mer 
Such « ovees will be p ft mappropriated funds and are subject to 
pe! el po = { pr edure | rite j Dy ( AA \l | s They I ot 
( ( or ] their pointment removal 1] nar rvice Or 
of « sub je » the ( < Act. ( sification A 
( _ e Re ( \ ! Droy f la ipplicable to the app 
I ire ( ( l { ¢ £4 li off rs and 
( of t [ is 
} ( } f ( ] i { \ 1\ i empl ee pa | 
Pi 7 y } 
24. Taxes.—Ex , ire subject to Federal taxation o , 
{ I I Op . 4 <Lat1o sucl taxes ive ( 
| re ( ra etl ire immune from tl 
st i ) | \ Congr i ecih I eK sé ed to 
of s ~ SR 60-10-1/AFR 147-8 
25. Legal advice.— Inst tion commanders e entitled to the legal advice 
r service i tt lt 1 Uni 1 Stat ttornev to protect the r ts and interests 
of the ¢ han ae Ops. JAG 8 Sep 1949 Such advice or service will be ob- 
tained through A&AFES unless 1 matter is urgent, in which case, request 
' he 1 | } +} inst ' nder d » the loeal I l 1 States 
at re br led he . | t nvol State or local t probl : 
| v1 report Ww be f irded to the Chief, A®AFES oon there 
after 1 | 
26. Board of officers.—Installation commanders will appoint boards consisting 
of { rn) three li , j } ( vesti ¢ nd 1 ‘ ( 
1 bv ex i "i ! ( of perse | liability or respons it 
1. or ( ( ( i 2) a la i ’ ( ty I! LTht 
ra See SR 60-10-1/AFR 147-8 
7. Purchases. \lerchandise t 2) Id in exchange a leq lipment fo! 
\ ad j nul Pe 
I \ LEFES 1 i ( ! 1 


28. External audit 





| iW be aud 1 l ol 
J Welfat Boy \ 1 \ i ‘ ( 
! ti ld 
ernal examinatio rds and ope 
| ACAFES re 1 ng records and procedu 
} ) j i i ) H vl 
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29. Insurance.—Insurance and indemnity eoverage of the tvy plans, and 
amounts preseribed by the A&AFES wi be carried T x wu ; 
change funds is authorized for the payment of the employer’s contribution to 


the cost of A& AFES group insurance and retirement pl wns for civ illian emplovecs, 





ae te ‘ ‘ 

31. Display of selling prices.—Selling prices will be conspicously displayed 
in all activities of exchanges, including concessionaires, 

* 2 > 

34. Use of term ‘‘PX,’’ ‘‘Post Exchange,’’ ‘‘Army Exchange,’’ and ‘‘Air Force 

Exchange.’’—a. The Army and the Air Foree are possessed of a common law 

property right in the trade name ‘ PX,”’ “Post Exchange,”’ Army Exchange,”’ 

















“Air Foree Exchange,” and any combination of the foregoing terms This right 
has arisen out of constant ver a long period of time Ar infringemet 
of this right, bv use of the ( med I sb i vil e report i 
to the Chief, AX&AFES for I ite acti 

b. Any publication published by a private individual, par rship, corporation 
or association of any type which is permitted to use as or in it le or nam ( 
terms referred to in a above will be required to have printed therein in a pr 
inent place a statement as follows Chis periodical is not published by nor 
is it an official publication of Army and Air Foree Exchange Service or 
Depart: ent of t vortl Air Forece.’’ Iixchat off s and i e pe 
sonnel will not be ected \ publicatio erebefore S ed i 
capacity whatsoever, by whi it may be inferred that the publicatio spon- 
sored or approved by the Army or Air Foree Exchange Services 

35. Inspections.—a. Inspection of exchanges will be made as required, by an 
inspector general of the Army or Air Force, as appropriat: see par. 7, AR 
210-50 AFR 176-1). Inspections also mav be ma le, el Let ed appropriate 
or necessary, by the commandirge officer of the installatic base, or organization, 
or by a superior e ymmand, l VTi case, the yfficer ma the mspectlo ll 
report findings covering any irregularities to the officer direct the spectior 

b. Inspections of headquarte AC AFES will acd ilternate fiscal year 
by Inspectors general of the Army and of the Air Force with an inspector genera 
of the other service actil in a hia uy Insp S subordinate 
offices of | adquarte rs AX AFES, referred to in paragray 1 and 17, may | 
made by either the Department of the Army or the A Force as may be r 
quired, with an inspector general of the other service a rin a liaison capa 
Subjects of particular for his informatior 

k * + x 7 

[AG $ (4 May V1 

c. Offic mal spectic ‘ ‘ Noe : ition 
of the records wand e sueh erinea wa i 1 { 
necessary to establish, ith reaso ble ¢ il { i i = Peigs 
fund. accuraey of the reeord wid prop ! Necessa ( 
recth easu S ill b ! ) led I la ] ya < 


APPENDIX D 


REPAIRS AND UTILITIES 
UTILITIES CONTRACTS 


CHANGI DEPARTMENT OF THE ARMY 
No. 3 { Wa INGTON 25. D. ( f ( 





SR 420—-470-1, 15 June 1949 ) las f ) 
5. Sales of utilities services.—a. S: | 
steam, compressed ait Vale! Vage a | garbag 
; or mixed), i 13 i i 
\ pecifi AR 100-9 1 AR 100-95 
{ Nal lo p 
WI ! i | i 
( nge ¢ i 
i i! 
1 
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t 





private enterp : for private ga { cl h service 
Will De ¢ ual to the eost of the Go rrine 1O . but 
not incliding fixed charges or administrative 
When utility services are sold to private enterprises operated fot 
private gain, tl harg all b qual to the prevailing | ul rat 
but not less than the cost { G ( it 1 ixed 
charges and a { \ \ see g belo for disposition 
( } ceeds fr iit 
When utilities rvi al Id to a Army exchange or similar 
nonappropriated fund activity and in turn are furnished or resold 
by such activity to an authorized concessionaire, charges for such 
services will be billed to the exchange or activity on the basis of (a 
above Resal vy the activitv will be governed by the regulations 
applving theret 
* mie * * * * 
g. D sition of proceeds from sale funds derived from the sale of utilities 
Ser ‘ ill be deposited as appropriation reimbursements to the credit of the 
ap priation or appropriations currently available for the supply of such services 





but 1 to the credit of local allotments See section 5 (b), act 8 August 1949 
(PL 211, 81st Cong.; sec. Il, JAAF Bul. 25, 1949; 63 Stat. 577; 10 U. S. C. 
Supp. Ul, 1269a). 


* : ‘ 4 ‘ + 


acts for the sale of utility services will 
as to rates and the continued necessity of t 
when applicable, will be included 





be 
he 


istment of rates 
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UNITED Stat ,AVY EXCHANGE REGULATION 1950 








mont vy for each ma exchange xcept as note 1 in para- 





eraph 1102, by the Navy Shy Store Office 1 will be e basis for distribution 


ol i le profits for welfare and recreati purposes in accordance with current 


as a inch of a main exchange in another command for the purpose of providing 
ce | or partial exchange facilit ws required Responsibility for operation 


of the ch exchange shall rest with the ex flicer of the main exchange 


A separate opera tat for the branch will be prepared monthly, except 


As | ed in para i} 110% he vavyv Ship’s Store Office and will be the basi 
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Locat rchange \ location exchange will be operated as a part of a 
exchange or of a branch exchange located in another command within the 
district, area, island, or other command. Local management of the location 
be exercised by a civilian emplovee or by an enlisted man of the Navy detailed 
bv the commanding officer. Responsibility for the ope ratlor of the loeati 


however, shall rest with the exchange officer. Operating results of the location 





will be incorporated directly it ratit nt of the main or branch 
exchange under which it 10 e statement will be prepared. 

In establishing exchan iain exchanges or brat hes, the determining 
factors will be (1) size of the operation, (2) distance from the nearest established 
exchange, and (3) availability of qualified exchange officers. A location will 
ordinarily be operated in lieu of a main or branch exchange only when the scope 


of the operation is not large enough to warrant a main or a branch exchange 


107. Vanage ment and technical control over Nav { €x¢ hanae s 





Management and technical control over the operation of Navy exchanges is 
} 


vested in the Chief of the Bureau of Supplies and Accounts. In exercising such 
control, the Chief of the Bureau of Supplies and Accounts assumes full financial 
control in connection with the operation of exchanges, as well as respol sibility for 
the selection of merchandise, the fixil g of sales price ( handise and serv- 
ices, the employment, release, and compensation of civilian personnel, and the 
establishment of operational standards under which e ges will operate in 
order to insure fulfillment of their mission Management and technical control, 
as it pertains to these matters, has been delegated by the Chief of the Bureau of 
Supplies and Aecour ts, to the Officer in Charge, Nav V Ship's Store Office Orders 
and instructions issued by the latter in the discharge of his responsibilities shall 
have the same effect and force as if issued by the Chief of the Bureau of Supplies 
and Accounts. Subject to the foregoi , Management and technical control will 
be exercised through the commanding officers of naval activities where Navy 
exchanges are located. 





s for me 











108. Armed services exe hanqe requlation 


Nothing in these regulations shall be interpreted as superseding or cor flicting 


with the provisions of the Armed Services Exchange Regula n cerning Oper- 
ations of exchanges within the continental United States 


110. Authorized depa tments of Navy exchanges 
Navy exchanges are authorized to operate only the departments listed below, 
except as hereafter provided. 
Retail division 

Department 

No. Department 
Confections and food products 
Tobacco products 
Smoking aecessories 
Cameras and photographie accessories 
Household appliances and accessories 
Athletie goods 
Leather goods 
Stationery, periodicals, and tovs 


an a ae 
N= 


IN 


awww 
w 


> — 


Luggage 

Toiletries 

Jewelry 

Notions and sundries 

Uniforms and uniform accessories 
Men’s accessories 

Women’s accessories 

Linens, textiles and infants wear 
Native goods 


—_— Wwe 


SN Ne 
Ww bdo 


Y 


Ti Cot 


1 


Shin’s store stock 


9 Miscellaneous retail departments 
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20() Procu nent of eq D ) 

New excl ye The n m ess al I I f 
establishr ot exchanges at me esta 1 and i i i 
be procured with appropriate funds Maintenance and replacement costs of s 
equipment will be paid from non-appropriated fur Appropriate record 
be maintained which will indicate the cost of excha 1 t purchased 
appropriated funds 

5). Metuhisahed. exchanies Ay cateabiehed exchanuw wahininties lett ae 
authorized to procure, without reference to the Navy S Store Off 
of equipment, furniture, or fixtures which cost $25 or | rhe eost of ch it 
will be charged against the current mont operat if the « ange \r 
of equipment, furniture, or fixtures costing more than S25 
with the approval of the Navy Ship’s Store Office « t ’ f 
Request for su items shall ie | | deta ot I r al - 
plete description of equipment for which repla haat 
items will be borne by the Navy Ship’s Store Off Wt 
, ieee are ee aa oat . oe 
lired for eq i l i i 
or t is t r ul } ; ; ~} ~ 





g ve} 
Repairs and alterations to ¢ ge-Ow S100 
be authorized | ( Sti ’ 
S1O0O will t ! | t \ ~ ) ~ () ( 
excha vned vill ; } } 
und cess! I ! i i i 
ct i { f a ‘yy ' 
fr tw Oo le | ‘ 
ul vwtions t Grove C4 i 
manne 
The « of repal 1 alte ( ' | 
Cover O ! S100 i 
expe ( » the excha e concer Suit t S100 ) ! 
bv tl Navy Shin’s S Oi 


t} ( childre \ } ‘ 

disabilit \ nd ar er 

n fact dey 1 il s 
6. Pare ine { f ! 

Wi re } fa j 1¢ 
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} f the Re rve components s defined in paragraph 301—b, who died in 


line of duty while on active duty; and retired personnel as defined in paragraph 





Retired personne The term “retired personnel’? means all personnel car- 
ried on the official retired lists of the Army Navy, Air Foree, Marine Corps, 


Coast Guard, Coast and Geodetic Survey and Public Health Service; non-Regular 





personnel of the Army and Air Force retired pur unt to the act of April 3, 1939, 
and certified to the Veterans’ Administration in accordance with Executive 
Order No. 8099 of April 28, 1939 personnel of the Reserve components retired 


pursuant to Public Law 810, 80th Congress, approved June 29, 1948; personnel 
on the emergency Officers’ retired lists of the Army, Navy, Air Force, and Marine 
Corps who have been retired pursuant to the act of May 24, 1928 (Publie Law 
506, 70th Cong.); retired personnel of the Lighthouse Service; and enlisted 
men transferred to the Navy and Marine Corps Fleet Reserve after 16 or more 
years of active service. 








f) Armed services The terms ‘‘armed services” and ‘services’? means the 
Army, Navy, Air Force, and Marine Corps 
g) Uniformed services The term uniformed services,’’ unless otherwise 


qualified, means the Army, Navy, Air Force, Marine Corps, Coast Guard, Coast 
and Geodetic Survey and Public Health Service. 


302. Extension of unlimited privileges 


The following persons and organizations shall be entitled to all exchange privileges 
both inside and outside the continental United States, subject to the restrictions 
set forth in paragraph 304, and, except that where an asterisk (*) is indicated, 
such persons and organizations are not authorized to purchase articles of the 
uniform 

a) All uniformed personnel and their dependents, as defined in paragraph 301. 

b) All retired personnel and their dependents, as defined in paragraph 301. 

(c) *Widows as defined in paragraph 301 

(d) *Contract surgeons during the period of their contract. 

e) *Paid uniformed personnel of the American Red Cross assigned to duty 
within an activity of the armed services. 

*Officers and enlisted men of the armed services of foreign nations when on 
duty with United States armed services under competent orders issued by the 
Army, Navy, Air Force, or Marine Corps 

g) Official organizations or activities of the United States armed services, which 
are composed of personnel on active military duty. 

h) *Government departments or agencies outside the National Military 
Establishment where the commanding officer determines that the desired supplies 
or services cannot be conveniently obtained elsewhere, and when the supplies or 
services can be furnished without unduly impairing the service to exchange 
patrons 

*Honorably discharged veterans of the uniformed services, when hospitalized 
where exchange facilities are available, shall be entitled to all privileges 

j) *Honorably discharged veterans of the uniformed services who are totally 
disabled and who are receiving medical care or treatment in a hospital or a private 
domicile through the Veterans’ Administration shall, while undergoing such care 
and treatment, be er titled to all privileges 

f *Exchange eu plovees shall be entitled to all priv ileges of the exchange by 
wl ich they are employed 

Where international agreements affect the classes of persons who would other- 
wise be entitled to exchange privileges at Navy exchanges located on leased bases 
and elsewhere outside the United States and its Territories and possessions, the 
provisions of paragraphs 302 and 303 will be regarded as modified accordingly. 











303. Extension of limited exchange privileges 

The following persons and organizations shall be entitled to limited exchange 
privileges both inside and outside the continental United States to the extent 
indicated. Where an asterisk (*) appears, such persons and organizations are not 
authorized to purchase articles of the uniform: 

a) Upon the approval of the cognizant district commandant, members of 
Reserve components on drill or other appropriate duty for a period of less than 72 
hours shall be entitled to purchase those items listed in paragraph 3-201, Armed 
Services Exchange Regulations, which are preceded by an asterisk, and to the 
pris lleges of all service departmer ts, except that purchases from the garage shall 
be restricted to gasoline and oil. Purchases in grocery sections where operated 
are not authorized. 
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b) Members of ere components not in an active duty, drill, or training 
status shall be entitled to purchase such necessary articles of uniform clothing, 
accouterments, and equ ipm ent in such quantities as would be required immedi- 
ately when called to active duty. 


c) *Officers and enlisted men of the armed services of foreign nations who are 


not on duty with the United States armed services under competent orders issued 
by the Army, Navy, Air Force, or Marine Corps, when visiting a naval installation, 
shall be entitled to ‘all exchange privileges, except that merchandise sold to such 
personnel shall be restricted to quantities required for their personal use Out- 
side the continental United States, further exchange privileges, up to ‘“‘unlimite 





may be extended to patrons in this category and to their dependents, when 
considered in the best interests of the United States to do so, Upon authorization 
by the cognizant area commander 

(d) *Uniformed and nonuniformed personnel working in recognized welfare 
service organization offices within a naval activity shall be entitled to the privileges 
of the fountain, snack bar, and restaurant when the local commanding officer 
determines that these facilities are not conveniently available from other sources. 
(e) *Civilian and contractor employees residing within the limits of a naval 
installation shall be entitled to the privileges of the fountain, snack bar, and 
restaurant when the commanding officer determines that these facilities are not 
conveniently available from other sources, and, when authorized by the Bureau 
of Supplies and Accounts, inside the continental United States, or by the cog- 
nizant areca commander outside the continental United States, all other privileges 

(f) *Civilian and contractor employees working on but residing off a naval 
reservation may be extended the privileges of the fountain, snack bar, and restau- 
rant when the commanding officer determines that these facilities are not con- 
veniently available from other sources. At stations bevond the continental 
limits of the United States, such additional exchange privileges as may be con- 
sidered necessary may be extended to these emplovees, in the absence of adequate 
commercial facilities, when authorized by the cognizant area commander. 

(q) *Visitors to naval installations shall be entitled to the privileges of the 
fountain, snack bar, and restaurant when the commanding officer determines that 
these facilities are not conveniently available from other sources 


304. Sales of State tax-free tobacco products and soft drinks 


State tax-free tobacco products and State tax-free soft drinks shall be sold ony 
to those individuals, es and activities entitled to unlimited privileg 
under paragraph 302a, 6, c, d, e, f, and g, and, subject to limitations here inate r 
stated, to members of Reserve "ocuugeeants on drill or training duty for less than 
72 hours. Sales of State tax-free tobacco products and State tax-free soft drinks 
to such members of Reserve components on duty for a period of less than 72 hours 
shall be limited to quantities which reasonably may be consumed while on duty 
or to the minimum unit of sale, provided, however, that State tax-free soft drinks 
shall not be removed from the naval activity. 


*305. Identification of authorized patrons 

Any individual who seeks to make a purchase from an exchange shall be posi- 
tively identified as an authorized patron prior to consummation of a sale. Cre- 
dentials shall be carefully checked to insure that each individual is entitled to the 
privilege which he seeks. Sales shall be made only to authorized patrons 

Subject to the instructions set forth below, authorized patrons of exchanges shall 
be identified by an official armed service identification card or by an exchange 
identification card. Exchange identification cards shall indicate the privileges 
to which each patron is entitled. Each card shall bear the signature of the person 
to whom issued. Exchange identification cards will be issued in accordance 
with instructions promulgated by the Navy Ship’ s Store Office. 

The provisions of the foregoing paragraphs have been waived by ae Secretary 
of the Navy at exchanges located at overseas stations where joint ser\ice privilege 
identification cards are utilized, or where other means of comiieahe identifying 
patrons are adopted. However, if such joint service privilege identification 
cards, or other means, are used to identify patrons entitled to limited exchange 
privileges, as defined in paragraph 303, the specific privileges to which such 
patrons are entitled must be indicated. 

Exchange identification cards shall not be required of visitors or persons 
authorized by the local commanding officer to patronize the fountain, snack bar, 
and restaurant facilities, 
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OF N ord yrohibrte 
Conti tal exchangt ire prohibited fro obt ¢ by special order any 
erchandise not included in the list of authorized resale items in paragraph 3-201, 
\ 1 Se ices Exchange Re itlo 
* C'on rl ¢ 
Che amount of sales and services furnished patrons will be carefully serutinized 
to ire that thev do not make purchases intended for others who are not entitled 
to t xchange privilege Privileges will be withdrawn by the commanding 
licer from anvone who is found to have mad p irchases or secured services for 
the benefit of another who is not entitled to the privilege in his own right \ 
) shall be used | | continental exchanges to record the sale of single 
of merehandise bearitr i sales price of S5.00 or over hese sales slips 
ill be signed by the patron at the time the sale is consummated, and shall in- 
clude a statement certifving that the merehandise listed thereon is not for resale 
1 is for the personal use of the purchaser, or his depet dents, or is for use as a 
bona fide gift lhe purchaser shall indicate by check mark in appropriate blocks 
on the sales slip for which of these purposes the merchandise is obtained. The 
( les slips excha es located outside the continental United States is not 
ré ed but may be furnished patrons upon their request 


District commandants 





exercise control over the extension of exchange 
rivileges, within the limits of the Armed Services Exchange Regulation, to 
erve components on drill or other appropriate duty for a period of less than 


1001. Gifts prohibited 


Yo person employed by or assigned to duty in a Navy exchange shall accept 
any gilt, loan, or favor from any person or firm ¢ 


} t 


aged in business with, or 
vn to be at ) 


7 
tempting to engage in business with Nav 


exchanges. 
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HOW THE SAILOR 
SPENDS HIS DOLLAR 


IN THE NAVY EXCHANGE* 
FISCAL 1952 


RETAIL DEPARTMENTS 67.9% 
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* CONTINENTAL WAVY EXCHANGE 


ENCL (1) 


1002. Sales for own account 

No officer, enlisted man, or employee shall be permitted to sell articles in or 
through a Navy exchange for his own account or profit, or on account of or for 
the profit of any person in the naval service; nor shall any officer, enlisted man, 
or employee be permitted any personal interest in the purchases, sales, or services 
of an exchange or in any other advantages or perquisites of any kind. 


1101, Operating results 

The Navy Ship’s Store Office is charged with responsibility for the operating 
results of the Navy exchange program. Each exchange shall be operated a 
maximum efficiency consistent with its service mission and local conditions 
Further, each exchange shall be opera 





/ 
/ 
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e 


standards and to generate approved percentages of profit insofar as practicable. 
Annually, as of June 30, the Navy Ship’s Store Office shall report to the Chief 
of the Bureau of Supplies and Accounts the results of the operation of each 
exchange 
1102 Payment of profits 

Net profits from exchange operations shall be distributed by the Navy Ship’s 
Store Office in accordance with procedure prescribed by the Navy Department, 
Payments will be made on the basis of an audited operating statement prepared 
by the Navy Ship’s Store Office within the month following the close of business. 
When an exchange is disestablished and the date of disestablishment is not the 
end of an accounting month, the final payment of profit will be rendered for the 
period including the last full month of operation, plus the partial month preceding 
disestablishment 


1103. Recreation funds 

The administration of recreation funds is a matter under the cognizance of the 
Sureau of Naval Personnel. The Navy Ship’s Store Office will have no respon- 
sibility for the disposition of exchange profits after they have been distributed 
in accordance with paragraph 1102, and nothing in these regulations shall be 
construed to the contrary. 





APPENDIX H 


GERSON-CHASTKA ASSOCIATES. 
Washington 5, D. C., January 6, 1953. 


Task CoMMITTEE ON ARMED Forces EXCHANGES AND COMMISSARIES OF THE 
{eETAIL INDUSTRY COMMITTEE, 
Washington, D. C. 
(Attention Mr. James C. Lucas, Chairman.) 

GENTLEMEN: Enclosed herewith is the report resulting from the investigations 
made by this organization of various Armed Forces exchanges. 

This study, which was authorized by your committee, is intended as a pretest 
or pilot study in order to determine whether more detailed investigation is war- 
ranted. 

We shall be glad to discuss this report with the members of the committee at 
your convenience. 

Very truly yours, 
GERSON-CHASTKA ASSOCIATES, 
WALTER GERSON. 


OUTLINE 
I. History and Purpose. 
II. Loeations Visited. 
Il. Method. 
[V. Findings: 
1. Bolling Air Foree Base 


2. Naval Air Station, Washington, D. C. 
3. Marine Corps Base, Quantico, Va. 

1. Andrews Air Force Base, D. C. 

5. Naval Receiving Station, Norfolk 


6. Marine Exchange, Norfolk 
7. Naval Air Exchange, Norfolk. 
8. Armed Forces Staff College, Norfolk. 
%. Norfolk Naval Shipvard, Protsmouth, Va. 
0. Wright-Patterson Field, Dayton, Ohio. 
1. Fort Hayes, Columbus, Ohio. 
2. Lockbourne Air Force Base, Columbus, Ohio. 
3. Fort Lee, Petersburg, Va. 
4. Chanute Air Force Base, Rantoul, Il. 
V. Conclusions, summary and affidavit. 
VI. Summary Chart. 
VII. Statement of items purchased. 
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I. HISTORY AND PURPOSI 


A special subcommittee of the Committee on Armed Services, United States 
House of Representatives, completed an investigation of the 
activities of various post exchanges, ships’ service stores, and commissaries of the 


domestic Tesaie 


armed services in August 1949 This subcommittee, beaded by the Honorabl 
Philip J. Philbin, called attention to violations in the retail activities of these 


exchanges and recommended that certain practices be stopped or sharply con- 


trolled. 

In the closing paragraph of its report, the subcommittee stated: 

“The privileges which we have preserved are very substantial and are sufficiently 
attractive to encourage future violations It is obvious that such violations 
cannot occur unless military personnel and other authorized personnel become a 
party to the violation We stress this word of warning, if such violations 
tinue, thev will inevitablv reuslt in further congressional investi 

Within the past 2 vears the task committee on armed forces exhes s and cor 
missaries of the retail industrv committee had received complaints from retail 
merchants in various parts of the United States, which lea to the belief that these 
violations and practices which have been prohibitea or controlled by Congress, 
are again in existence. Therefore, the task committee autherized an impartial 
study to be made by an outside research organzation to determine whether such 
violations did actually exist At this stage the committee authorized a relatively 
small sample of exchanges to be studied as a pilot study to determine whether a 
larger study would be warranted at a later date. 

It was the purpose of this study to determine : 

1. Whether unauthorized persons were being permitted to make purchases it 
violation of the regulations as set forth in the Armed Service Regulation of 
August 1, 1949, with amendments 

2. Whether items of higher-than-permitted value are being sold by the various 
exchanges in violation of existing regulations 

Whether exchange personnel are working out arrangements with favored 
retailers, in certain areas, by direct or indirect method 








Il, LOCATIONS VISITED 


The following locations were chos¢ nto serve as a pre test 1 th Ss study ° 


1. Andrews Air Foree Base, Washington, D. C 
2 Jolling Air Foree Base, Washington, D. ¢ 

3. Naval Air Station, Washington, D. C 

4. Marine Corps Base, Quantico, Va 

5. Naval Receiving Station, Norfolk, Va. 

6. Marine Exchange, Norfolk, Va 

7. Naval Air Station Exchange, Norfolk, Va. 

8. Armed Forces Staff College, Norfolk, Va 

9. Norfolk Naval Shipyard, Portsmouth, Va 

). Wright-Patterson Air Force Base, Dayton, Ohio. 
1. Fort Hayes, Columbus, Ohio 

2. Lockbourne Air Foree Base, Columbus, Ohio. 
3. Fort Lee, Petersburg, Va 

1. Chanute Air Foree Base, Rantoul, Ill. 





If. METHOD 





Two investigators carried out the project as deseribed in this report One was 
a woman who wore ordinary civilian clothing and possessed no exchange card, 
military identification card, or similar identification The other was a man also 
dressed in ordinary civilian clothing. He bore only a pink colored United States 








Army Organized Reserve Corps ntification ecard, which is not acceptable for 





purchases in military exchanges. He did not possess the green identification card 
which is required, nor did he possess any other exchange identification. Neither 
investigator wore a military uniform or any part thereof. No false identificatic 


was used. 

The investigators made observations of the facts as reported, talked wit! 
exchange personnel, and made purchases as reported herein 
adcseimaaneceeadiehnacs 

1 Report of Investigation of th 
Commissaries) of the Armed Serv 
Services, H. R. 11 
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I\ FINDINGS 


1. Bo ng A Force Base, Wash ngton, > ¢ 
Phis is a large exchange which appears to carry On an active business similar 
to that of a successful retail department store. Merchandise is displayed attrac- 


tively and the personnel makes a very real effort to “sell’’ to the customer. 

Date The investigators visited the main exchange of Bolling Air Force Base 
on October 238, 1952 

Pricing No items were observed which were higher in price than specified by 
rervulations 

Civilian sales.—No purchases by other civilians without proper ati 





were noticed, 

es to cnvestiqators The inv 
Costume jewelry 
Perfume 

Identification equired When the pur I} 

e clerk asked for an exchange card. ‘The investigator admitted to having non 

ith her The clerk checked with another employee, who appeared to be thy 

but cautioned the in- 


Pe estigators purchased the following 


me jewelrv had been made 


chase of costu 


manager of the department and approved the purchase, 
iinst attempting to make any further purchases that day at this 





vestizgator ¢ 








exchange The investigator who purchased the pertume Gia so from anothet 
clerk with no request for identification of any kind 
Sales slip ( register re ‘cipts only 
Courtesy cards o f I \n attempt was made by the investigator to obtain 
s courtesy card or referral to a downtown store for the purehase of jewelry. The 
personnel did not offer or give such referral cards. 
\ 1A Sta ? Wash yion, D. ¢ 
This is a comparative lv small hang pu ipl il ( ell stocked Vs 
Oo el make ales effort ilar to that of any retail department store 
Date | investigator visited the exehange of the Naval Air Statio 
Washington, D. C., on October 23, 1952 
i“ ng No items were observed wt we higher } Tee in specified | 
Cit in 8 No rchases by other civilians wi t proper ic fic 
re iticed 
N to vesliqato fhe investigator pure] ised the following 
Man s tie ¢ ) 
Pair of women’s le inderweal 
Pair of nail scissors 
Identification requ No request was made for exchange identification fron 


e first clerk who sold the man’s tie clip and the women’s underwear, but the 





sale clerk, who sold the nail seissors, asked for identification and then 

iickly said, ‘Oh well, I see that vou bought other things here—that’s O. K 

Mdies 8§ ps No sigi afuires on sale Slips requ sted 

Courtesy cards er referrals Atte mpts were m ide to obtain courtesy eards or 
referrals to downtown stores for jewelry None were offered or obtained, 

Va ne Clo ps Base. Quantico, la 

Chis is a very large exchange in its own building with a number of sales rooms 
on two floors In this exchange the personnel appeared to make obvious efforts 
t« ‘ throug! i sales policy The saies pressure on the purchaser 





ere seemed to be greater than in a number of the other exehanges visited in this 





ay 
Da The investigator visited the exchange at Quantico, Va., on October 25, 
> 
| ng Footloeckers were being sold at $63 pe rmitted invoice price: $48 
rhe clerk in the fountain-pen counter reported that they usually have fountain 
pens t $23 permitted Invoice price: $15), but were temporarily out of stock 
( ian sales No purchases by other civilians without proper identification 
ere noticed 
Sales to tnvestiqato The investigator purchased the following 
Man’s belt 
Clock 


Man’s sweater 
ld nti fie fio req ired 
eard was requested The sales clerk took the card and noted the number 


rk said to the nvestigator ,ou do Dave 


During the purchase of the sweater, a “PX or ID 


While purchasing the ma belt the el 
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ee 


an ID ecard, don’t you?” The investigator replied that he had a Reserve officer's 
ecard. This appeared to be sufficient. The investigator inquired as to whether 
it is the policy of the exchange to be particular about identification and the 
clerk replied, ‘‘Not too particular.”’” The investigator went to the camera counter 





and purchased a camera for $6. When the investigator was unable to produce 
identification the clerk refused to sell the camera At the jewelry counter, the 
investigator purchased an electric alarm clock Che clerk said, ‘I assume that 
vou have an ID eard.” The investigator merely nodded—no further questions 
vere asked. 

Nales slips The only sales slips req ired in these transactions were for the 
purchase of the man’s sweater 

Courtesy cards or referrals ({n attempt was made by the investigator to obtain 
a courtesy card or referral to a downtown store for the purcha f jewelry 





personnel did not offer to give such referral cards. 
Andrews Air Force Base, Washington, D. C. 
This is a fairly large exchange in which the personnel and the display poliey 


indicated aggressive merchandising practices commensurate with a suecessful and 
active retail department store 


Date.—The investigator visited the main exchange at Andrews Air Foree Base 
on November 7, 1952 
Prictng.—No items were observed which were higher in price than specified 


by regulations. 
Civilian sales.—No purehases by other civilians without proper identification 
were noticed 
Sales to investigator The investigator purchased the following: 
1 Revereware pan 
Salt and pepper shakers 
1 roll of 35 mm. film 
l four-color fountain pen 
A sink nozzle 
2 pairs of men’s socks 
These were purchased from three diflerent sales clerks at this exchange. 
Identification reguired.—An exchange card was requested half-he 





artedly by all 
three of the sales clerks. While the investigator pretended to look for her identi- 
fication, the sales were rung up and the card was never requested again 

Sales slips The investigator was asked to sign sales slips for each of the items 
mentioned above, except the men’s socks 
Courtesy card fi 
a courtesy card or referral to a downtown store for the purchase of jewelry The 
personnel did not offer or give such referral cards, 


s or referrals \n attempt was made by tl nvestigator to obtair 





>, Naval Receiving Station, Norfolk, Va 


This is a very large exchange in which the personnel displayed selling techniques 


similar to those of a successful retail department store lhe exchange is in its 
own building and appears to be very well stocked. 
Date.—The investigator visited the main exchange at the Naval Receiving 


Station, Norfolk, Va., on November 15, 1952. 

Pricing.—No items observed which were higher in price than specified by 
regulations. 

Civilian sales.—One man in civilian clothing was seen to purchase an Emerson 
table model radio for $29.50 on the basis of his signature on a sales slip only No 
identification was required. A lady was seen by the investigator to purchase 
about $10 worth of pots and pans without identification or sales slip requirements. 
Another woman was seen to purchase about $2 worth of children’s toys without 
identification or signature. 

Sales to investigator.—The investigator purchased the following: 

Shaeffer pen and pencil set 
An Arrow shirt 
Man’s slacks 

Identification required.—The investigator attempted to purchase an 8-cent note- 
book and the clerk demanded to see an identification card. A Reserve officer’s 
card was shown. He then purchased a $5 pen and pencil set from the same clerk. 
At another department a purchase of man’s slacks was made without request for 
identification. He purchased a man’s shirt from still another clerk for which no 
identification was requested. 

Sales slip.—In the case of the pen and pencil set, the investigator was required 
to sign a sales slip. In the case of the shirt no sales slip was required. When 
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purchasing the men’s slacks a sales slip was required. ‘The investigator asked, 
O1 i¢ last Occasion, why it was necessary to sign a sales slip here and was told, 
“We have to have them sign for all purchases over $5.’ 

Courtesy cards and referrals.—On first entering 








exchange, the investigator 


ng which was of a h ‘r price than 






T 
pretended to shop for a woman’s diamond r 








t} e shown in the case ($69.30 Che clerk informed the investigator that they 
did not have higher priced rings in stock, but she presented him with two “courtesy 
ecard to downtown organizations who would give him a discount on the basis 
of these ecard The investigator returned to the jewelry counter at a later hour 
and was agail ven two more courtesy ecards by a different sales clerk. On this 
( 1 visit, the cierk offered the investigator a diamond ring for $53 which she 
rid W ld “cost at least $8300 downtown.” 
f VJ ne ¢ hange Vo 0 | ! 
| sis a comparat vely small exchar but does have several sales rooms The 
exchange appears to be well stocked and clerks pursue an active selling policy. 


successful retail dry goods store 


I ‘ ia | 
tigator visited the Marine Exchange, Norfolk, Va., on Novem- 




















P ] No items were observed which were higher in price than specified 
8) re ator 
( n sales The investigator observed the purchase of ch ’s toys 
ibout $3), ladies’ hose ($2.70), ladies’ underwear ($0.70) by civilis without 
identification or signature 
Sales to investiqato The investigator purchased the following 
S n. movie filr 
/ tification required When purchasing the first roll of 8 mm. color film, the 
( rk ral ip the sale $3.25 Vithout request tor dentification However, when 
t estigator asked for a second roll of film he was required to show a Reserve 
office ecard his apparently vas sufficient identification and when the investi 
itor asked the reason for the card, he was told that any item over $5 had to be 
i iled t al I 
S p No signature Was required on a sales slip for the first roll of film, 
| was demanded on the purchase of both rolls of filn 
Courtesy cards and ref tis. Attempts were made to obtain courtesy cards o1 
referral to downtown stores for purchase ol jewelry The clerk replied, Well, 
I don’t give courtesy cards here, but they do at the Naval Air Station.” 
\ | SNfatior Vo rh | 
sa large exchange which the merchandising act tie are comme ( 
\ i irg lepart mi Store | ppeared to txt Well tocKked Th clerks 
howed a tere promo \ he exchange is 1 large building of 
ow 
D The inves rato sited the main exeha it the Naval Air Station 
Norf Va., « Noy er 15, 1952 
nq No items were observed which were higher in price than specified by 
re itlo 
( é There were countless sales being made of clothing, sports equip 
ment, cosmetics, and similar items without any attempt to obtain identificat! 
l ( ive! few cas were s i re eqd 1 ol Ips 
S 0 estigalo lt vestigator purchased the owil 
\ briefease 
\ tennis racque 
= Iie ~ \ a i I l S 
/ ” / ed N a heatio WAS TEC I d dur the purchas 0 
th efease ce e fae hat t merehandis manager for thi xchanar 
\ wit! 10 fee f the clerk maki the sal rhe tennis racquet 
\\ ised W equest o1 part of the clerk for identifieation and t! 
same W t dur gv tl purchase of the Van Heusen shirts 
‘ ) Dur L ( ire se of re metcase the signature was required 
oO i ule p Both t! t l ( wid mens sh were sold thout signa 
ture : ps eing ma ed These sale were made o the investi oO! 
! three re t clert 
( esy ( errals Qn entering the e) ange, the investigator at 
-a diamond ring somewhat be shown for $67.30 
he elerk offered and gave the estigator t irds to downtow1 





(Nort The Naval Air Station, Marine Exchange, and Naval Receiving Station 


exchanges are all within one large enclosure and under one command in Norfolk.) 
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Ss. Armed Force 8 Staff Colle ge, Norfolk, Va. 

This is a small exchange in which the personnel and merchandising activity are 
commensurate with that of any small dry goods store. The exchange was very 
well stocked. 

Date.—The investigator visited the exchange at the Armed Forces Staff College 
on November 15, 1952. 

Pricing.—No items were observed which were higher in price than specified by 
regulations. 

Civilian sales —No purchases by other civilians without proper identification 
were observed. 

Sales to investigator.—The investigator purchased the following: 1 man’s 
bathrobe. 

Identification required.—No identification was required. 

Sales slips.—The investigator was required to sign the standard sales form for 
the purchase of the bathrobe. 


Courtesy cards or referrals.—When trying to purchase a more expensive diamond 
ring than those normally handled at an exchange (this exchange does not handl 


4 


diamond rings), the investigator was referred to the manager of the Armed Forces 
Staff College Exchange, Mr. R. L. (Dick) Mayo. Mr. Mayo inquired of the inves- 
tigator what type of thing he was attempting to purchase; the investigator replied 


that he wanted an expensive diamond and a fairly large television set Mr. Mayo 
invited the investigator into his private office. As they were entering the office 


a sales clerk told Mr. Mayo that ‘‘Admiral (name not discernible) is on the phone. 
He wants to talk to vou.’”” Mr. Mayo picked up the telephone and said, ‘Yeah, 





Boy, I'll take care of it O. K. Yeah, Boy. Good bve He then gave the inves- 
tigator the ‘‘courtesy card” to a concern in Norfolk where the investigator could 
obtain diamond rings a‘ a discount He wrote on the ecard whom the investigator 


was to see at the Universal Products Co., manufacturers and distributors of 
jewelry. Mr. Mayo then wrote on another piece of paper the name of the Mayo 
Appliances, 2211 Hampton Boulevard, with the name of one Bill ‘‘Mavos.”’ (ibid 
This was for the purchase of a large television set. When the investigator inquired 
whether the place referred to on the slip belonged to Mr. Mayo (R. L. Mayo 
he replied, ‘‘No, its my brother’s place. When they took the special orders away 
from us, I told him to open that place and we work together. You ought to get 
25 to 35 percent off there and 50 percent off in the other place. If they don’t 
treat you right, come back and tell me. No kidding. I want to know.” 





9. Norfolk Naval Shipyard, Portsmouth, Va. 


This is a fairly large and very active exchange which is very well stocked 
Personnel pursues an active sales policy 


Date.—The investigator visited the main exchange at the Norfolk Naval 
Shipyard on November 15, 1952. 

Pricing.—No items which were higher in price than specified by regulations 

Civilian sales.—Various persons in civilian clothing were seen to make purchases 
of costume jewelry, men’s clothing, and photographie equipment without presen- 
tation of identification. In no case was there any observation made of failure 
to require signature on a sales slip 

Sales to investigator.—The investigator purchased the following: 


1 camera 
1 Timex wateh 


Identification required No identification was required for the purchase of the 
camera. A Reserve officer’s card was required for the purchase of the Timex 
watch. Purchases were made from two different sales clerks 

Sale 8 slips. For the purchase of the camera, the Investigator Was require d to 
sign asales slip. The same was true for the purchase of the watch. 

Courtesy cards and referrals.—The investigator attempted to purchase a diamond 
ring, an item which was not for sale in this particular exchange One of the 
clerks suggested that the investigator see Mr. C. L. Haycock, manager of the 
exchange, who would be able to help him. Mr. Haycock very willingly gave 


the investigator the addresses, in his handwriting, of two Norfolk, Va., concerns 
who would be able to help him with the purchase of diamond rings and appliances 


at a discount. 
10. Wright-Patterson Field, Dayton, Ohio 

This is a small exchange in which the personnel and merchandising activity 
are commensurate with that of any modern retail dry goods store. The exchange 
appeared to be well stocked. 
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Date lhe investigator visited the main exchange at Patterson Field on Novem- 
ber 20, 1952. 
Pricing —No items observed which were higher in price than specified by 
regulation 
Civilian sales—No purchases by other civilians without proper identification 
were observed 
Sales to investiqato The investigator purchased the following: 
t bed sheets 
] fishing reel 


Identification required \ Reserve officer’s card was required for identification 
by both clerks. 

Sales slips A sales slip was required for the purchase of the fishing reel but 
was not demanded with the purchase of the bed sheets. 

Courtesy cards and referrals Attempts were made to obtain courtesy cards for 
downtown stores for jews Irv N« ne were offered or obtained, 


11 Fort Hlayes, Columbus. Ohio 
This is a very small exchange located in the headquarters of the Second Arn 





Command There were only two clerks hers It is in the basement of one of the 
buildings on the post. 

Date The investigator visited this exchange on November 21, 1952 

Pricing No items were observed which were higher in price than specified by 
regulations 

Civilian sales No purchases by other civilians without proper identificatio 
were noticed 

Sales to investigato The investigator purchased the following 


\Mien’s pajamas 
Woman’s pearl necklace 
Identification required.—The clerk requested an identification card and whi 
fficer’s card, the clerk remarked, ‘*‘ Well, I'm 


the investigator showed his Reserve 


‘ 

not supposed to sell to you on this kind of ecard, but don’t say anything, I will 
They do it for evervone else While wrapping the man’s pajamas, she agai 
admonished the investigator ‘‘not to say anything.” 

Sales slip.—No sales slip was required for the pajamas, but a sales slip wa 
required for the pearl necklace 

Courtesy cards nd referrals Attempts were made to obtain courtesy cards or 
referrals to downtown stores for jewelry None were obtained or offered 


] Lockbourne A Force Ba Columbus, Ohio 
Phis is a very large exchange in which the personnel and display policy indicate 
merchandising practices, commensurate with a successful and active retail depart- 
ment store 


Date ‘The investigator visited the main exchange at Lockbourne Air Force 
Base on November 21, 1952 

Pricing.—There was an engagement and wedding ring set which sold for $82 
permitted invoice price: $42.50 

Civilian sales A number of persons in civilian clothing were seen to make 
purchases of electrical appliances, men’s clothing, women’s clothing, costume 
jewelry, and children’s tovs No use of sales slips was observed in any of thess 
transactions 

Sales to investigato The investigator purchased the following 


Men’s toilet kit 
Child’s toy 
[de niification requi ed When purchasing the men’s toilet kit the clerk re 
quested identification. The investigator pulled his Reserve officer’s card only 
partially from his wallet so that only the seal of the United States could be seen 
Neither name nor picture was discernible. The same procedure occurred in the 
purchase of a child’s toy Apparently both clerks were satisfied with this some- 
what cursory glance at identification 
Sales slips —No sales slips were required for either transaction 
Courtesy cards or referrals An attempt was made by the investigator to obtain 
a higher priced diamond ring than shown here. He was referred to the buyer of 
the exchange who gave him two slips of paper bearing the names of two Columbus, 
Ohio, stores in which discounts could be obtained One of these slips contains 
the name of the buyer and is for jewelry; the other is for the purehase of electrical 
appliances or television receivers 
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13. Fort Lee, Petersburg, Va 


This is @ fairly large exchange located in its own building 


Business was very 








brisk and the store appeared to be well stoeked Clerks followed an aggressive 
sales policy 

Date The investigator visited the main exchange at Fort Lee, Va., on Decen 
ber 5, 1952. 

Pricing \ man’s suitcase selling for $50.50 was observed permitted invoice 
price: $30) 

Crvilian sales One man in civilian clothing who purchased @ toaster appeared 
to be reaching for his wallet and reserve card when the clerk said, “Oh. that’s 
QO. K., don’t worry about it Most customers here were in military uniform 

Sales to investiagato The following were purchased bv the investigator 

Perfume 
Man's shirt 
Hamilton-Beach food mixer 

Identification required While purchasing the perfume an exchange or Reserv 
card was requested As the investigator began to pull his Reserve ecard from his 
wallet, the clerk said ‘‘O. K."’ and completed the isection. The same experi 
ence Was encountered with the man’s shirt, exee pt that the elerk said, Oh, vo 
have a pink card I have never seen one of those before Despite this she made 
no attempt to learn whether this was bona fide identification. In the purchase 


of the Hamilton-Beach food mixer no identifieation whatsoever was requested 








Purchases were made from three different clerks 

Sales slips.—For the perfume a sales slip was requested For the man’s shirt 
a sales slip was not demanded. Only a cash register receipt was presented. It 
the case of the Hamilton-Beach food mixer a sales slip was required and it will be 
noted that a false name was used by the investigator in order to show that this 


practice could be followed by anyone attempting to purchase in this exel 





Courtesy cards and referrals tempt was made by the investigator 


+ f } ¢ 


obtain a courtesy card or referral to a Petersburg store for the purchase of jewelry 
The clerks did not offer or give such referral ecards. 
14. Chanute Au Fo ce Rase Rantoul, / } 

This is a large exchange which carries on a brisk business and practices the 
finest merchandising polices commensurate with any active retail department 
store. Personnel make every apparent atte mpt to “sell.” 

Date.— The investigator visited the main exchange at ¢ 
on December 13, 1952 

Pricing.—The following items were observed which appear to be contrary t 


pricing regulations: A Beltica camera and kit, $63.25 (permitted invoice price 





ite Air Foree Bass 











$42); a Ronson cigarette lighter and case, $11.50 (permitted invoice price: $9 
and Sortilege perfume, S14 plus tax (permitted invoice price: $6 
Civilian sales.—A number of persons in civilian clothing were seen to purchas 


clotting for men, women, and ehildren without anv identification wl) 


iatsoevel! 
In all cases, however, sales slips appeared to be required 
Sales to investigator.—The investigator purchased the following 
A man’s wool shirt 
35 mim. color film 
Cigarette lighter 
Identification required During the purchase of the 35 mn 
quested an identification ca 
card from his wallet and the clerk said, “O. K.”’ The investigator inquired if such 
identification was always demanded. The clerk replied, ‘Yeah, but it is a pain 






film, the clerk re- 


rd. The investigator began to pull his Reserve officers 





in the neck. I couldn't tell you what your name is, but I have to do it or else 
* * * T just go through the routine.” During the purchase of the man’s wool 
shirt, the clerk said to the investigator, ‘I assume that you are in the service.” 
The investigator merely nodded. No identification was required. During the 
purchase of the cigarette lighter, a cursory glance similar to the experience during 
the purchase of the film was all that was required. These items were purchased 
from three different clerks. 

Sales slip.— No sales slip was required for the purchase of the film \ sales slip 
was presented for the man’s wool shirt and the name ‘‘Gruber’’ was signed. This 
was a false name. A sales slip was also presented and also signed with a fals 
name for the purchase of the cigarette lighter. The false names were used in order 


to indicate that any civilian may come into this exchange and buy simply by t 
use of signature. 

Courtesy cards and referrals —An attempt was made by the investiga 
tain a courtsey or referral card to a downtown store for the purchase of jewelry 
The personnel did not offer or give such cards. 
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e 


V CONCLUSION AND SUMMARY 


The findings which have been presented as a result of this pilot study of 14 


exchanges are of particular interest when they are reviewed in the light of existing 
ions governing these exchanges A summary of these findings follows: 





he most important conclusions to be reached from the exchanges investi- 
gated is that it is entirely possible for a civilian, dressed in civilian clothing, to 
enter any one of these exchanges and to make purchases almost at will As a 


result, the exchanges, which are intended to serve military personnel, become 





convenient shopping places for almost anyone who cares to buy. In many eases 
no authority or identification at all is required—only the necessary money. In 10 


specific instances, no identification of any kind was required. 
2. The presentation of proper identification is apparently a matter which lies 








within the discretion of the clerk involved. Purchases totalling $219.38 have 
been made by the investigators in this study All have been made without proper 
identification In all the exchanges visited onlv one elerk refused to sell to an 
investigator because he did not have prope r identification QJuantico And even 


within this same exchange other clerks willingly sold merchandise without any 
dentification at all or on the presentation of proper credentials 

The attitude on the part of the personnel appears to be one of considering proper 
| with which they must comply, but do so grudg- 
een cited where clerks have admitted that they 


exchange identifications as an e) 
ingly At least two cases have 
pay little or no attention to the identification presented The noting of name 


rank, and serial number has been the exception rather than the rule in the 
hanges studied 

\s a result, Reserve officers without proper authority may use the exchanges 
almost at will 

Nor does this practice appear to be confined to the sales personnel in the ex- 
changes. Three cases have been cited where ‘courtesy’? cards to downtown 
er Not one of these persons requested the 


ex 


stores were given by a buyer or mana 
necessary identification. 

It should be pointed out again that the investigators wore normal civilian 
clothing and made no attempt to hide their status 

\s it is stated in the Armed Services Exchange Regulation of August 1, 1949, 
section II, page 4, ‘2-301, Positive Identification Required. Any individual 
who seeks to make a purchase from an exchange shall be positively identified as 
an authorized patron prior to consummation of a sale. Credentials shall be care- 
fully checked to insure that each individual is entitled to the privileges he seeks 
Sales shall be made only to authorized persons.” 

Section 3, page 8, of the same regulation states: “Only those items marked with 
an asterisk (*) may be sold to members of Reserve components who are on duty 
for less than 72 hours (se par 2-—201.1).”’ Without exception, the items pur- 
chased did not have an asterisk in the official regulations. 

On the basis of the experiences as outlined in the “Identification required”’ para- 
graphs, as shown heretofore, the use of proper identification appears to be nothing 
more than a necessary evil to the personnel operating the various exchanges 


3. The Armed Services Exchange Regulation of August 1, 1949, seetion TV, 
part 5, in speaking of sales slips, states: ‘4-501 Sales Slips: A sales slip shall be 
] } 


used by all exchanges to re cord the sale of sing 





le items of merchandise bearing a 








sales price of $5 or over. These sales slips shall be signed by the patron at the 

the sale is consummated, and shall include a statement identifying that the 
merchandise is not for resale and is for the personal use of the purchaser, or his 
dependents, or for use as a bona fide gift. The purchaser shall indicate a check 


mark In appropriate place on the sales slip for which of these purposes the mer- 
chandise is obtained.” 
\s is the case of proper identification, the use of sales slips appears to be within 





the diseretion of the exchange personnel. The regulations on this subject are very 
explicit Here, too, the carrying out of policy has been shown to be inconsistent. 
At Bolling Air Force Base no sales slip was required for perfume costing $8.10. 
At Andrews Air Force Base (within the same command) sales slips were required 
for items ranging from $0.22 to $1.78 in price. In at least 2 other instances sales 


slips were not required for items bearing a sales price of $5 or over 





REPORT ON ARMED SERVICES EXCHANGES 39 


It should be noted that on those sales slips where the inte led use of the em 
has been indicated, the cheek marks shown have. without exeeption. beer placed 
there by the sales personnel without asking the investigator for what use the 


was intended 

It may be concluded, therefore, that the carefully designed sales slips have also 
become a necessary evil in the exchanges studied. 

$. As has been shown in this report, several of the exchang: Fort Lee, Quan- 
tico Marine Base, and Chanute Air Foree Base) appear to have items which are 
higher in price than those permitted by existing regulations 

On the whole, it appears that prices are kept carefully within the pricing policies 


as set forth in the regulations. However, in at least five cases the investigators 





were given ‘‘courtesy cards” or referral slips to merehants in nearby loeatior SA 
result of which items could be purchased at substantial discounts. In this manner 
it becomes possible to circumvent existing price regulations 


5. Although onlv 5 of the 14 exchanges visited offered or tendered ‘‘courtsey 
cards”’ or referral slips, it appeared to be common knowledge that these cards a1 
available. In some ceases they appear on printed forms which require only com 
pletion by the sales person or exchange manager In at least 2 of the 5 cases the 
cards were offered, not requested. 

In the case of the Armed Forces Staff College, Norfolk, Va., one of the mer- 
chants to whom the referral was made is the brother of the manager of the ex- 
change, who made the referrals 

6. By and large the exchanges visited are large establishments which es 
a brisk business similar to that of a successful retail department store Merchan- 
dise is attractively displaved. Display cards are used and if one did not know 
that he is on a military base, he could ascertain no difference in stock or merchan 
dising from the average department store. Clerks and management follow a 
decidedly aggressive selling policy. 

In conclusion, it seems apparent that the regulations as set down by the special 
subeommittee of the Committee on Armed Services of the United States House of 
Representatives and the Armed Services Exchange Regulations are subject to the 
whim of the personnel and the management of the various exchanges studied 

Based on the exchanges studied in this project, almost any civilian desiring to 
do so may purchase in an Armed Forces exchange. Proper identification or 
sales slips are either not required at all or requested as a matter of form. 

It cannot be successfully argued, we believe, that the conditions which exist 
are to be found because of a shortage of competent sales personnel. This is shown 
by the fact that management takes an active part in the issuance of courtesy 
cards or referral slips. It is obvious from this report that management works 
very closely with certain merchants in locations close to the various exchanges 
The outstanding case, of course, is that of the Armed Forces Staff College in 
Norfolk, Va. 

Throughout the exchanges there appears to be a lack of consistent policy and 
enforcement in requirements for identification, sales slips, pricing, and referrals 
This ineonsisteney exists not only within the exchanges themselves, but may be 
found also when making comparisons among exchanges studied. 

Respectfully submitted 





carry oO! 








WALTER GERSON 
AFFIDAVIT 
District of COLUMBIA, ss 
Walter Gerson, being first duly sworn on oath, deposes and says that he has 

read the foregoing report by him subscribed, and that the matters and things 
stated therein are true and correct to the best of his personal knowledge and 
belief. 

WALTER GERSON 


Subseribed and sworn to before me this 6th dav of January 1953 
VirGaintA Coivin, Notary Public 
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Sales 
‘ without o ide 
I tion : proper | pre nas 








pricing . ae, fi or lip card 
z I 
Air itior a % 
du 
\ F ic 
iN Rect gS I IK 
VIarine Base. N 
Air, Norfolk 
1 h Si l r 
Forces St e, Nor K 
\ Patterso 
iH ( (>? 
ourne Air B m 
I I Va 
ute | i, I 
b More than | t I 1 i i ve i n ) 
I I il it p t 
Statement f at p ( sed 


—e f pureha tem put Am 


, ( l \ 
y Quantico Marine Base, V Belt 2.50 
do Clock +. 68 
é 10 We é 
Andrews Field, D. ¢ Sink +2 
lo Fil 7) 
do Pent nulticolor... ! 
do R it 
do Salt ke » 
do Mi wks 7s 
N il Ree Stat Norfolk P i pen 4) 
\ \ rt 2 50) 
lo \Te roust 14.2 
M e Base, Norfolk, \V 21 Simm, m ef 6. 50 
N Air Station, Norfolk, \V Briefea 13, 50 
ao lel equ 7 
do Men ts 6.00 
Armed Forees Staff College Bathrobe 9.75 
Naval Shipyard, Portsmoutt Camera 11.00 
t 14 
| | 1 Davton. O { } Q 4 
1 t 0 
Fort Ha Colu oO M i 
1o | h ”) 
2 Lockt t Air Foree B oil t 2.79 
i ( \ 4. OK 
) Fort Lee, Petersburg, Va Perfurne 9, 9 
a shirt 7 
do Food mixer 15.7 
Chanute Field, Rantoul, 0 Man’s wool shirt §.2 
lo mm. color film 5.2 
lo ( rett hter 9 0 


Potal 219. 38 
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\PPENDIX 


\ List oF “IreEmMs oF CONVENIENCE AND NECESSITY” OR “ARTICLES OF SMALI 
PERSONAL NEEDS” WHicH THE AMERICAN RETAIL FEDERATION SUGGESTS 
CouLD APPROPRIATELY BE STOCKED AND SOLD TO AUTHORIZED PATRONS OF 
Domestic Army, Navy, Atm Force, ann Marine ] 

JuNE 22, 1953 


KCHANGES, PRESENTED 


Candy and confections: 
Candy 
Chewing gum 
Cookies or crackers 
lee cream 
Nuts, popeorn, and potato chips 
Beverages: 
Beer, bottled O! draft. aleoholie content not in excess of 3.2 percent in we t 
Soft drinks 
Pobaeco and accessories 
Ashtrays 
Cases, cigarette (nonprecious metal 
Cigars, cigarettes, and tobaceo 
Flint and wicks 
Fiuid, lighter 
Holders, cigar or cigarette (nonprecious meta 
Humidors 
Lighters (nonprecious metal 
Matches 
\Moisteners, tobacco 
Papers, cigarette 
Pipes 
Pipe cleaners 
Pipe filters 
Pou hes, tobaceo 
Tobaceo. pipe 
Toiletries and drugs: 
Bags, douche 
Belts, sanitary 
Bottles, infants’, including nipples 
srushes 
Combs, pocket 
Containers, soap, toothbrush, et 
Cotton, absorbent 
Cream, dental 
Cream, shavin 
Cream, shavin 
Dental floss 
Dentifrices 
Deodorants, perspiration 
Fluids, cleaning 
Hair preparations 
Jelly, petroleum 
Lipstick (nonjewelry type 
Napkins, sanitary 
Nets, hair 
Pins, hair and bobby 
Polish, nail 
Pomade, lip 
Powder, face and compact 
Powder, foot 
Powder, taleum 
Powder, tooth 
Prophylactics 
Puffs, powder 
Razors, safety, and blades 
Remedies, standard, first-aid, in accordance with pertinent ¢ 


g, lather 


, brushless 


) ° 
rectives 








1oO 


thing and accessories (militar 
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Remover, nai polis 

Rouge, including eve makeup 
= LN poe 

Shaving accessories and s Ippile 
Skin creams and lotions 

Soap, laundry or flake 

Soap, saddl 

Soan. toilet 

Solutl wnt pti 

= c a eS 

Pissues, cleansing 


O I perl dica ind supplie 
Boo manuals, and periodica 
(ards reeting, including posta 
Cards, plavi 

Lenvelope 

(games 


| 

I , J 

Pencils (nonprecious metal 

I nonprecious metal 

Photograph albums, including mounting aids 
Photo frames (nonprecious metal 

Stationery and supplies 

Training aid supplies 


motive Gasoline, oil, and antifreeze 


‘eational equipment and supplies, including athletic, $5 limit per item 


\ by pe military pe rsonnel only 





Shirt 
= in 
SKIT 
SOCKS 
lrousers 


Cloth and findings for outer garments of tailor-made uniforms 
Outer garments, in accordance with departmental regulations and with 
proced ire prescribed bv the exchar ge services 
ng and accessories (civilian type 
\thletic apparel (for use in active sports and not suitable for street or social 
ear, $5 limit 


Dress shields 
Handkerchiefs 
Handbags ladies, $5 lin 
Helmets in 

\Mufflers 

Pajamas, $3 limit 
Sandals, bath 

Sippers 

Supporters, athletic 


ographie equipm t and ipphes: Camera and photographic supplies, SH 
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Jewelry: 
Alarm cloeks (nor jewel move 
Watch straps and ettachment yiprecious metal 


Ho IsNewa;res aI d accessories 





Bags, garment and lau 
Eleetrieal bulbs plugs, outiet and ire 
Glasses, drinking, ‘ ! 
Hangers, clothes 
Miscellaneous: 
Belts, money 


Buttonboards 





Cloths, metal polishing 

Cloths, shoe 

Flashlights, bulbs, and batter 

Kev container 

Knives, pocket or sporting (nonprecious metal 
Laces, shoe 

Locks 

Luggage, including trunks, foot-lockers, duff 
Nail files 

Mirrors 

Needles and thread 

Polish, shoe 

teligious goods (layman only 

Scissors, small 

Shoe-cleaning supplies 

Shoe trees 

Stoppers, ear 

Towels 


Wallets (and billfolds) 


(Nore.—Price limitations denote cost (invoice) to the exchange services.) 





